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Richard T. Ely 


ICHARD Theodore Ely, founder of 

this Journal, died October 4, 1943, at 
Old Lyme, Connecticut, the original home 
of the Ely family. He was born April 13, 
1854, at Ripley, New York, and reared in 
Fredonia, New York. Fredonia was a trans- 
planted New England town, so both hered- 
ity and environment collaborated to make 
him “a son of New England, a Connecticut 
Yankee,” as he says in his autobiography. 
His father was a civil engineer and his 
mother an artist; both were profoundly re- 
ligious and this influence is easily detected 
in the ethical aspects of his thinking and 
writing on economic and social problems. 

Richard T. Ely was graduated from Co- 
lumbia University in 1876 at the head of his 
class. He had majored in philosophy. His 
study of economics is described in his own 
words, as follows, ‘““We had economics once 
a week and we read Mrs. Fawcett’s Politi- 
cal Economy for Beginners.” Having a 
graduate fellowship from Columbia Uni- 
versity, he went to Germany to continue his 
study of philosophy at the University of 
Halle. However, here he came under the 
influence of J. Conrad, the economist, who 
was “chiefly interested in the problems of 
agrarian policy and agricultural statistics.” 
Ely’s interest in economics was strengthened 
and his attention was directed to agricul- 
tural and land problems by Conrad’s teach- 
ing as well as by his association with Simon 
N. Patten, who was studying economics in 
Germany at that time. 

After a year at Halle he went to Heidel- 
berg to major in economics with Karl Knies 
and he studied political science as a minor 
under J. K. Bluntschli. He held both of 
these liberal and humanitarian teachers in 
high esteem and traces his own interest in 
the conservation of natural resources to 
Knies. In his autobiography he writes, “It 
is Knies, however, whom I am glad to ac- 
knowledge more than any other one man, 
as My Master.” 

In the year 1879 he received his Ph.D. 
degree, summa cum laude, from the Univer- 
sity of Heidelberg but remained another 
year in Europe, attending the University of 
Geneva and working with Ernst Engel in 
the Royal Statistical Bureau in Berlin. 
There he attended lectures by Director En- 
gel and Professor Adolph Wagner. Ely 
acknowledged his debt to Wagner for ideas 
which, along with the writings of John Stu- 


art Mill, later became the starting point for 
his work on the distribution of wealth as 
conditioned by the institutions of the socio- 
economic order. ‘ 

In 1881 he became associate professor of 
political economy at Johns Hopkins, where 
he worked until 1892. During this time he 
published his French and German Social- 
ism, Taxation in American States and Ci- 
ties, The Labor Movement in America, 
Problems of Today, Social Aspects of Chris- 
tianity, and the Jntroduction to Political 
Economy. He also served on the Maryland 
Tax Commission and helped to found the 
American Economic Association, of which 
organization he was the secretary from the 
time it was organized in 1885 until 1892, 
and was president for the years 1900 and 
1901. The founding of this association was 
an insurgent movement against the old or- 
der of economists who believed in certain 
underlying laws in economics which they 
thought to be true in all places and at all 
times. At Johns Hopkins, Woodrow Wilson, 
Newton D. Baker, John H. Finley, Charles 
Levermore, E. A. Ross, John R. Commons, 
W. A. Scott, Albert Shaw, Albion W. 
Small, and others came under the influence 
of Ely’s teaching. Ely helped to make Johns 
Hopkins truly a graduate university. 

In 1892 the Regents of the University of 
Wisconsin organized the School of Eco- 
nomics, Political Science and History and 
invited Ely to become its director to lay 
emphasis upon graduate work. 

Ely was eminently successful as a teacher 
of graduate students. Dr. E. A. Birge, while 
Dean of the College of Letters and Science 
of the University of Wisconsin, said of him, 
“There is a quality in Professor Ely’s 
teachings that gives a stimulus that lasts.” 
As the leader of a seminar of graduate stu- 
dents, instructors and professors, Ely ap- 
peared relaxed in body but he had ever an 
alertness of mind, always ready to grapple 
with the nroblems of real life. He had a 
way of asking questions which set his stu- 
dents to thinking and searching for facts. 
He rarely asked questions that were not 
closely related to some need of mankind. He 
knew how to withhold his own opinions un- 
til the students had adequately wrestled with 
the problems. In the end he usually stated 
his own views but he respected the views of 
others when they differed from his own. He 
was always looking for students with “a 
spark of originality” and none of his stu- 





dents failed to hear him quote from Richard 
Jones the phrase “Look and see.” 

All those who were his students know 
that Ely was a major force in making the 
University of Wisconsin a vital institution. 
In Ground Under Our Feet he says: 


“The people of Wisconsin have never allowed their 
university to lose itself in academic unrealities. They 
knew they wanted something different and new, something 
responsive to their need, something which they called prac- 
tical, Thus, research in the university has centered about 
problems of human progiess, and many practical contribu- 
tions have been made to the knowledge of probiems in gov- 
ernment action, in mastering the forces of nature, and in- 
creasing the amount and variety of production. The pres- 
idents and the members of the faculty have always worked 
in the glare of the public gaze.” 


Indeed, in 1894, only two years after his 
arrival in Wisconsin, Ely felt “the glare of 
the public gaze” and enjoyed the support of 
public opinion when his teachings were chal- 
lenged by the State Superintendent of Edu- 
cation. The famous trial that followed is a 
matter of history. The important thing is 
that the verdict of the Board of Regents 
became a Magna Charta of academic free- 
dom : 


“In all lines of academic investigation it is of the 
utmost importance that the investigator should be absolutely 
free tc follow the indications of the truth wherever they 
may lead. Whatever may be the limitations which trammel 


inquiry clsewhere, we believe the great state University oi 
Wisconsin should ever encourage that continual and fear- 
less sifting and winnowing by which alone the truth can 
be found.” 


The last sentence of the Regents’ statement 


of exoneration of Ely is now inscribed on a 
tablet on Bascom Hall at the University. 

Ely’s constant interest in practical prob- 
lems is shown by his writings and his con- 
tacts and associations with the world out- 
side of academic walls. He always felt that 
economic theory should grow out of the 
study of the efforts of human beings to solve 
their problems of taxation, agriculture, rap- 
idly-growing cities, public utilities, labor, 
capital, and land. Socialism and anarchism 
were burning issues in the 1890’s. Ely was 
alert to these radical movements, as shown 
by his works on socialism and social reform. 
His own position was characterized by Theo- 
dore Roosevelt when he said of Ely, “He first 
introduced me to radicalism in economics 
and then made me sane in my radicalism.” 

From the beginning Ely approached eco- 
nomics from the standpoint of institutions. 
He believed that social reform consisted 
largely in adjusting the socio-economic in- 
stitutions to changes in the life of the peo- 
ple. Whatever he had learned in Europe 
he adjusted to exploitative, dynamic and 
democratic American conditions. 

Soon <fter he came to Wisconsin he be- 
gan his work in land economics by giving 
a course in “Landed Property and the Rent 


of Land.” He also approached this sphere 
of economics through the conservation of 
natural resources. Ely gives great credit to 
Bernhard E. Fernow for awakening Ameri- 
can thought on forest conservation. Fernow 
was brought to Wisconsin by Ely in 1896 
to give a course of lectures on forestry. 

Ely’s publications after 1892 include So- 
cialism and Social Reform, Monopolies and 
Trusts, Studies in the Evolution of Indus- 
trial Society, The Outlines of Economics, 
Property and Contract in their Relations to 
the Distribution of Wealth, and Land Eco- 
nomics. He was co-author of The Founda- 
tions of National Prosperity, a real contri- 
bution to the economics of conservation. 

Ely received his LL.D. degree from Ho- 
bart College in 1892 and in 1923 from the 
University of Wisconsin, the first time Wis- 
consin had granted this degree to one in 
active service at this university. In 1924 his 
friends, colleagues and students celebrated 
his seventieth birthday by having his por- 
trait painted. This portrait now hangs in the 
office of the economics department in Ster- 
ling Hall at the University of Wisconsin. 

In 1920 Ely founded the Institute for 
Research in Land Economics and Public 
Utilities as a means of further realizing his 
ideal of combining research and teaching. 
He believed that the teacher without re- 
search becomes sterile and the research 
worker without an opportunity to teach 
stagnates. After his retirement from the 
University of Wisconsin and the transfer of 
the Institute to Northwestern University in 
1925, the practice of combining research 
with teaching was continued. To get a wider 
audience than his immediate students he 
founded The Journal of Land & Public Util- 
ity Economics. 

After moving to New York, Ely con- 
tinued his work on land economics. He pub- 
lished his autobiography in 1938 under the 
title, Ground Under Our Feet and had 
other manuscripts in preparation at the time 
of his death. This is typical of Ely. In his 
response on the occasion of the unveiling of 
his portrait, he said: 


“T love to look ahead and not back. If, please God, 
my life is spared, later on I may, like older men who have 
celebrated more advanced birthdays, indulge in exhortation— 
ninety is just the right age for that—but now I close, ex- 
pressing both gratitude and the hope that I may share in 
the great achievement of the future, the prospect of which 
animates me and fills my mind and my heart.” 


this was the spirit which dominated his life 
until the end. 
Henry C. Taylor 
Georce S. WEHRWEIN 


November 5, 1943 
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LWAYS the purpose of social science 
A is to assist in the resolution of social 
conflicts and confusions. This responsi- 
bility is most keenly felt in times like the 
present, for war is the extreme aftermath 
of unsolved social problems. Today every 
social science must ask whether the prob- 
lems which preoccupy it are adjusted in 
terms of current relevance and on a scale 
commensurate with the real problems of 
humanity. Let us look at this question for 
land economics. 

The answer arrived at in this paper is 
this: If we raise our sights to the full di- 
mensions of the present social crisis, it is 
hardly possible to overestimate the signi- 
ficance of real land economics problems to 
the global war and to global peace. 

Within the United States, one can 
justifiably point to the readjustment of 
land economics to the problems of ex- 
panding our national food production, 
preventing a hampering land inflation, 
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utilizing military sites, planning post-war 
man-land adjustments, and to a number 
of other new activities. All of these efforts 
are important; but do they represent the 
full reorientation that is required of land 
economics by the present state of affairs? 

The reverberations of warfare have 
shaken the thought patterns of most 
Americans out of their predominantly iso- 
lationist perspective. This change has 
practically spelled annihilation for certain 
previously existing activities; it has given 
new life and meaning to others. Land eco- 
nomics in this country, though certainly 
not isolationist in the classroom, has been 
an almost purely American land eco- 
nomics in practice by force of circum- 
stances. The new and essential interna- 
tionalist outlook means that in the future 
the viewpoint and equipment of land eco- 
nomics must be whetted even more sharp- 
ly, made more widely adaptable, and dis- 
seminated more extensively. The over- 
whelming force of events requires this 
much of land economics as a social sci- 


ence, 















392 


This time we certainly know that the 
winning of the war and the winning of 
the peace are not two problems, but one. 
What is more, we also know full well that 
neither a war nor a peace is won if the 
peace is not kept. If arms and food can 
win a war and write a peace, the question 
still is: What will keep the peace? To an- 
swer this question, we may still need to 
make some reference to arms and food- 
stuffs, but we will err unpardonably if we 
try to close the question there. We will 
have a sufficient answer only if we clearly 
understand that the prime requisite for 
keeping a peace is to devise democratic, 
rational, and self-correcting ways to re- 
solve social problems. In short, unless so- 
cial progress becomes more scientific, in 
the best sense of that term, the world can- 
not have peace and progress. 


World peace hinges not only upon the 
democratic resolution of social issues be- 
tween countries but also upon the use of 
this method of reasonableness to solve 
problems within countries. There is no 
longer such a thing as a strictly civil war 
in the old sense. We now recognize that 
though Franco took up arms against his 
own government, it was a prelude to in- 
ternational violence. Hitler’s seizure of 
Austria was no less an international prob- 
lem because the Germans and Austrians 
had some common background. Nor was 
the Japanese robbery of Manchuria of any 
less global import because it occurred be- 
tween Asiatics. 

If, then, we see that a necessary part of 
winning the war in any significant sense 
is to assist the peoples of the world to 
solve rationally their dominant social 
problems, then we must also appreciate 
the problems of the landed economies of 
these people. For the fact is that, taking 
the countries of the world as a whole, few 
if any problems compare in extent and 
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intensity with rural land economics prob- 
lems. 

Thoughtful people seem to be agreed 
that either we must knowingly and pur- 
posefully prepare for “the century of the 
common man” or else we are now going 
through but one of a series of costly social 
eruptions. In country after country, the 
common man may never have seen a bal- 
lot, he may be illiterate, he may have no 
concept whatever of the formal structure 
of democratic government, but he cer- 
tainly is cognizant of his relationship to 
the land he tills. Whatever other things 
they may or may not look for, countless 
hundreds of thousands of the world’s com- 
mon men will want to know how they and 
their neighbors stand in relation to the 
soil. 


As Professor Ashby of Wales pointed 
out to the 1936 International Conference 
of Agricultural Economists, in almost 
every country of the world the prevailing 
land tenure system is “closely connected 
with the chief social institutions and with 
the laws and customs governing their 
maintenance and change.” Landed prop- 
erty institutions are specifically ‘related 
to forms of the family, to systems of in- 
heritance and disposal of property at 
death, to governing ideas of political or- 
ganization, . . . to systems of government 
and administration, and . . . to all the sys- 
tems and conditions which maintain eco- 
nomic and social differences between 
classes and are still commonly fundamen- 
tal to processes of exploitation of human 
labour.” In addition, “systems of land 
tenure may be defended because they are 
supposed to serve the mystical ends and 
purposes of a dominant party, or of a 
State of which the Government represents 
a special minority.” 

These observations may be elementary 
in land economics but they need wide rec- 
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ognition. In a country as industrialized 
and as youthful as ours, Americans are 
prone to forget that in vast areas of the 
globe and among vast millions of people 
rural land problems form the dominant 
social issue. Of course, one widely-held 
view is that we should expect post-war in- 
dustrialization in the depressed agricul- 
tural countries. If, however, such mech- 
anization is to be introduced consider- 
ately, it will also be accomplished slowly. 
Further, even if it is done with surprising 
rapidity, it probably cannot proceed far 
enough or fast enough to avoid the need 
for attention to agricultural land problems 
as such. Also, the industrialization will 
have to be achieved within the setting of a 
still predominantly rural economy. It will 
have to be a process of developing rural 
industries. Failure to appreciate this as- 
pect of the situation will seriously impair 
any program of international assistance 
and cooperation which may be planned. 

In sum, our ability to contribute to the 


establishment of democratic procedures 
for solving social problems will, in many 
crucial instances, be tested on the rock of 
the land question, as far as the masses of 


humanity are concerned. In addition, 
longer-run social reconstruction and pro- 
ductive advance will involve the transfor- 
mation of completely agricultural econ- 
omies to rural-industrial economies. 


Even a cursory examination will show 
that among the real social issues around 
the globe few are more universal, more 
frequently strategic, more currently rele- 
vant, or more explosive than social rela- 
tionships in land. The land aspirations of 
the European peasant have been so direct- 
ly related to the establishment and over- 
throw of dictatorial regimes as to win for 
the peasant the title of “evil genius of dic- 
tatorship.” In the tropical countries of 
the world, the primary requirement for 
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social justice and social progress is the 
establishment of satisfactory relationships 
between the natives, the non-natives, and 
the land. And in other parts of the world, 
both close to home and in distant reaches, 
numerically superior tillers of the soil are 
still in social and political inferiority be- 
cause of the persistence of feudalistic land 
systems. ‘ 

It is no exaggeration to say that in cen- 
tral, eastern, and southern Europe, in the 
tropics, and in the huge countries of Asia, 
a great paradox is this : How is it possible 
to get a land system that will make pos- 
sible a greater degree of both (1) political 
and social democracy and (2) efficiency 
and productivity. In the depressed agri- 
cultural areas of the world there will be 
found land systems which are sources of 
conflict because they nullify equality of 
opportunity, or because they bar produc- 
tive progress, or both. It should be point- 
ed out here that in many depressed agri- 
cultral areas production per acre is not 
low but extremely high, and that in such 
areas the problem is not one of agricultur- 
al techniques but of social reorganization. 

The nations in the democratic cause, to 
be sure, are not without their own un- 
solved land problems (as in our own 
South), and certainly they do not all have 
the same systems of landed institutions. 
The point remains valid, however, that 
these nations, comparatively speaking, 
have found ways to arrange their land 
systems so as to lessen social inequalities 
based on landed rights and to allow the 
adoption of advanced agricultural tech- 
niques. These regions include northern 
North America, the British Isles, Aus- 
tralasia, western Europe, the Low Coun- 
tries, Scandinavia, and Russia. Countries 
in these areas are relatively free from the 
“equalitarian-efficiency paradox,” as com- 
pared with other sections of the world. 
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The difference between these groups of 
countries in this respect is not a mere co- 
incidence; rather, it adds to the deep- 
seated importance of real land economics 
problems to the present democratic crisis. 


The history of central and southern 
Europe in the last two decades can be 
written largely in terms of demands and 
promises of land reform. After World 
War I in Germany, for example, there 
was hope that the power of the Junker 
class would be broken by the division of 
their East Prussian estates, but the Re- 
public failed to carry out the task. Later, 
the peasants supported the Nazis, only to 
earn for themselves a state of serfdom 
while the Nazis left the Junker estates in- 
tact in order to win over the support of 
the army leaders. 

In Italy the Fascists also failed to ful- 
fill their promises of land reforms. Today 
the Italian peasant still looks forward to 
the future dissolution of the huge lati- 
fundia of southern Italy and Sicily. In 
Spain the Republican government inaugu- 
rated the reforms demanded by the peas- 
ants, but before the program was carried 
out the armed minority rebellion put a 
stop to the movement. Democratic aspi- 
rations for Spain, Italy, or Germany will 
be hopeless unless a way is found to re- 
solve their land problems. 

Every country in the Balkan and Baltic 
regions initiated land programs during or 
immediately after the last war. Most of 
these plans aimed at the redistribution of 
large estates but the progress of these pro- 
grams ranged from a considerable divi- 
sion in northern Yugoslavia to relatively 
insignificant changes in Hungary. In all 
of these countries the task of promoting 
agricultural production was made more 
difficult under the rearranged land system. 
In other cases, as in southern Yugoslavia, 
the land program was on the order of sim- 
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ply making a first break in the bonds of 
outright feudalism. All of the Balkan and 
Baltic states, including Poland, are agri- 
cultural countries, and for them the 
“equalitarian-efficiency paradox’”’ in agri- 
culture is a strategic national issue. 

In the tropical countries of the world 
we again find the transformation of land- 
ed institutions to be a basic problem of 
national policy in the small, nominally in- 
dependent countries and a prime issue of 
colonial policy in the tropical dependen- 
cies. Throughout the tropical belt of 
Africa, the Caribbean, the South Pacific, 
the East Indies, and the Middle East, any 
program of lifting the native populations 
to positions approaching political and fi- 
nancial independence must begin with the 
land question. 

It may fairly be said, for instance, that 
the improvement which was felt in the 
former German African colonies after the 
last Armistice can be stated in terms of 
the changes introduced in the colonial 
land policies for those areas. Although 
the success of the League of Nations’ 
mandate policy has not been uniform—as, 
for example, between South West Africa 
and British Togoland—the point is that 
the mandate provisions laid great stress 
on limiting the conditions under which 
native land systems were subject to cor- 
rection. Similarly, the improvements in 
the administration of other dependencies 
which have long remained within French, 
Dutch, or Portuguese influence turn 
largely on the approach to the land sys- 
tems of their colonial outposts, as is illu- 
strated in French Soudan, Java, and Mo- 
zambique. 

Large land problems plague the tropical 
dependencies, whether the intent of the 
controlling government is merely to make 
way for the outright exploitation of the 
labor and resources of the natives or to 





GLOBAL WAR AND PEACE, AND LAND ECONOMICS 


prepare the native population for inde- 
pendence. If private enterprises are relied 
upon to supply the capital necessary to ex- 
pand the marketable output of tropical 
countries, the investors ask that the se- 
curity of their venture be provided in the 
form of landed interests. But the transfer 
of such rights in land often is quite mean- 
ingless in terms of the native land sys- 
tem. As Dr. Leake has pointed out, the 
plantation system can provide the capital 
and technical controls which are needed to 
advance tropical farming but it lacks the 
human requirements of enlightened co- 
lonial policy. 

But even if less imposed means are de- 
vised to promote tropical agriculture, it is 
still most often prerequisite that the native 
land system be somehow adjusted, espe- 
cially where such customs as shifting cul- 
tivation, fractionation, subinfeudation, or 
excessive tithing are a part of the indigen- 
ous land economy. 

There is no disagreement among au- 
thorities as to the belief that an under- 
lying barrier to social advancement in 
Asia is the condition of its land system. 
It has been pointed out, for instance, that 
the greater block to the agricultural de- 
velopment of India is in its predominant 
landed institutions rather than in prevail- 
ing soil management practices. China, Ja- 
pan, Burma, Thailand, and India (especi- 
ally since the decline of its household in- 
dustries) are countries where the land 
economy is desperately confounded by ex- 
tremely undemocratic tenancies which are 
often piled one on top of the other, by min- 
ute fractionation and complex parcelliza- 
tion, by excessive landed debt, by emo- 
tional but rigid social customs, and by 
outright human exploitation. 

The pertinence of land programs to the 
current situation is illustrated by the pres- 
ent division of opinion between the Kuo- 
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mintang party government of China and 
the Fourth and Eighth Independent Chi- 
nese Armies. Recent reports point out 
that, in the territories where these armies 
are operating, extensive land reforms al- 
ready have been effected; and that the 
central difference between the Chiang 
Kai-shek government and the Independ- 
ent Army leaders is whether moderate or 
severe methods should be used to accom- 
plish these land reforms. 

Fascism in Japan is related to the 
struggles which arose between the land- 
lords and the tenants of that country as 
the latter began to dissolve their feudal 
duties following World War I, and to the 
vigorous opposition of the landlords to 
proposed programs of reconstruction. 


Tenancy is admittedly the fundamental 
element of agricultural progress which, in 
turn, is essential to the solution of other 
economic problems in the Island. 


These references are made to countries 
scattered around the globe only to indi- 
cate very briefly that land economics prob- 
lems are world-wide problems in a very 
significant sense. Important as is the 
work on the land economics problems 
within the United States, it is possible 
that by our very preoccupation with such 
work we may fail to recognize the full ex- 
plosive force which land economics prob- 
lems represent on a global scale. While 
we have any number of unsatisfactory as- 
pects of our landed institutions here at 
home, fortunately they do not yet ap- 
proach the momentous importance of land 
problems in the above-mentioned foreign 
areas. In addition, the character of our 
problems in this country cannot be influ- 
enced by the directions which other coun- 
tries take in attempting to reset their in- 
ternal land systems. 

There is no need for American land 
economists to forsake their work in this 
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country or to write down the significance 
of the national problems to which they are 
devoted. Nor is there any intention of 
suggesting that American land economists 
are ready to resolve the world’s great 
woes. The point to be made is just that 
the approach, the viewpoint, and the 
equipment for attacking social problems 
which distinguish those who have some 
proficiency in dealing with land economics 
problems have an even wider importance 
than American land economists them- 
selves are likely to realize. Further, as 
world affairs move forward on a more 
international basis, the development of 
land economics must encompass compara- 
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tive systems of landed institutions so that 
American land economists can gain better 
comprehension of land problems in this 
country and may also contribute to the 
analysis of the land problems of other 
countries of the world. Finally, land eco- 
nomics in this country has the responsi- 
bility of making clear to those who take 
leadership in contributing to the establish- 
ment of democratic procedures for solving 
social problems elsewhere that in the ma- 
jority of cases, by far, the land system of 
a country will constitute a large source of 
social conflicts and will be a vital element 
in programs designed to advance social 
justice and material progress. 


When the above article on “Global War and Peace, and Land Economics” by Leon- 
ard A. Salter, Jr., was submitted to The Journal it created stimulating discussion among 
its Editorial Readers. Several scholars who are now devoting their energies to problems 
of the post-war world read the manuscript. Soon thereafter and preceding actual publi- 
cation of the manuscript, a request came in for copies to be distributed to members of one 
governmental group whose primary concern is with just such problems as are outlined in 


this article. 


The Journal is giving preferential consideration to manuscripts which focus this global 
concept on one of its national, regional or sectional aspects. The article immediately fol- 
lowing, on “Land Reform in Puerto Rico,” is apropos. The social and economic changes 
taking place on this small land area are provocative and, to the land economist, very timely. 





Land Reform in Puerto Rico 
By S. L. DESCARTES* 


The Setting 


HEN two million people must make 
W a living on a 3,435 square-mile ag- 
ricultural island—of which only 47 per 
cent was reported as cropland by the 
farmers in 1940’—widespread land hun- 
ger is to be expected. Such is the situa- 
tion in Puerto Rico. These facts explain 
the emotional intensity attached to the 
land tenure problem in the Island. 


Land concentration and absentee own- 
ership in its modern form developed rap- 
idly after the advent of the American gov- 
ernment in Puerto Rico in 1898. In 1901, 
very soon after the first civil government 
under American sovereignty was estab- 
lished, a system of free trade between the 
United States and the Island was inaugu- 
rated. Free trade with the United States 
made the cultivation of sugar cane and 
tobacco in Puerto Rico very profitable. 
Capital and technical talent began to flow 
into the Island to exploit these enterprises. 
The rapid growth of the sugar industry 
was accompanied by the purchase or lease 
by corporations, or affiliates of corpora- 
tions, of large areas of the most fertile 
lands of the Island. These interests, in 
most cases, were also the owners of the 
sugar mills where the crop was processed 
into sugar. 

Land concentration probably reached 
its peak around 1930. In 1934-35 sugar 
mills and allied interests controlled 400,- 
000 acres of land of which 280,000 were 


* Chief Statistician, Office of Statistics, Office of 
the Governor, San Juan, Puerto Rico. 

716th Census of the United States, 1940, Puerto 
Rico, Agriculture. 


owned and 120,000 were leased.? Lands 
controlled by sugar mills and related in- 
terests constituted over 50 per cent of all 
the land in farms growing sugar cane. 
Gayer and Homan estimated that the big 
four American-owned companies and al- 
lied interests owned about 107,000 acres 
and leased approximately 78,000 acres— 
operating a total of 185,000 acres, or 46 
per cent of all the lands operated by sugar 
companies. 

The predominance of large farms in 
sugar cane cultivation is an undeniable 
fact. One hundred fifty-six farms (of 
more than 500 acres) comprised 498,592 
acres, or 65 per cent of all the farm land 
growing sugar cane in 1934-35.3 Even in 
the 1941 crop, after some improvement in 
the land concentration situation, 0.4 per 
cent of the farms growing sugar cane pro- 
duced 56 per cent of the crop.* 

Land concentration never became an 
acute problem in the tobacco-growing 
area. Some large farms were purchased 
by corporations but the acreage involved 
was relatively unimportant compared to 
the total area in tobacco farms or to the 
extensive holdings of corporations in the 
sugar cane area. Furthermore, after the 
marked reduction in the price of tobacco 


2A. D. Gayer, P. T. Homan and E. K. James, 
The Sugar Economy of Puerto Rico (New York: 
Columbia University Press, 1938), pp. 105-110. 

*Op. cit., p. 103. The usual unit of land measure 
in Puerto Rico is the cuerda, equivalent to 0.9712 of 
an acre, or 0.39 of a hectare. Because of the small 
difference between the two units of land measure- 
ment, they are used interchangeably. In many cases 
acre is used in the sense of the English translation of 
cuerda. 

*Based on figures from Agricultural Adjustment 
Agency, San Juan office. 
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beginning in 1927, those corporations 
which had previously planted wrapper- 
tobacco quickly abandoned the agricul- 
tural phase of their businesses. They 
leased their lands or permitted squatters 
to plant under share-cropping agreements. 

The concentration of land control was 
not the only grievance of the people of 
Puerto Rico against the sugar industry. 
There was widespread discontent over the 
distribution of the proceeds of the sugar 
industry among the various factors coop- 
erating in its production. An illustrative 
list of the disadvantages of the sugar in- 
dustry in the middle thirties is that of the 
Puerto Rican economist, Esteban A. Bird. 
He mentions inadequacy of wages; sea- 
sonal unemployment ; poor housing condi- 
tions; greater under-assessment than in 
other regions; larger concentration of 
land than in other economic regions; ab- 
senteeism ; unfair liquidations to ‘“‘colonos”’ 
(individual farmers) ; wastefulness due to 
failure to utilize raw materials to fullest 
extent ; too large a control over thousands 
of inhabitants ; interference with civic life; 
and interference with the development of 
social freedom. It is fair to state (as did 
the author in March, 1941, when his 
study—made in 1937—was published) 
that “many of the evils of the sugar econ- 
omy have been... [lessened] . . . but the 
fundamental evils remain unchanged and 
require action devoid of passion and pre- 
judice.”® It is not surprising, in view of 
the preceding exposition, that land re- 
form in Puerto Rico has meant primarily 
the retrieval of the large estates which 
belong to the sugar companies in order 
that the operation of those lands would 
result in wider social benefit. 

°Esteban A. Bird, A Report on the Sugar Industry 
in Relation to the Social and Economic System of 
Puerto Rico, Senate of Puerto Rico, 15th Legislative 


Assembly, First Legislature, 1941, Senate Document 
No. 1. 
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The great importance of the sugar in- 
dustry in the Island’s economy must be 
made clear. Bird credits the industry with 
paying higher wage rates than has pre- 
vailed in other industries ; being the larg- 
est source of employment; being the larg- 
est contributor to the increase of wealth 
and income; furnishing the government 
with one-fourth of its revenues; having 
good management from the standpoint of 
the investors; and being a provider of 
credit (production) at rates cheaper than 
other agencies. 


Legal Basis for Land Reform 


In 1900 the Congress of the United 
States passed the Foraker Act, the first 
Organic Act of Puerto Rico. It provided 
for civil government under the sovereign- 
ty of the United States. That same year, 
and coincident with the enactment of the 
Foraker Act, a joint resolution was passed 
which limited to 500 acres the land owned 
and controlled by corporations. In 1910 
and in 1917—in the course of discussions 
on proposed changes to the Organic Act 
-—attempts were made to revise the 500- 
acre land control limitation on corpora- 
tions. These attempts were unsuccessful ; 
and contrariwise, the Congress of the 
United States specifically retained the 
500-acre limitation in Article 39 of the 
Jones Act, the second and more liberal 
Organic Act of the Island, passed in 1917. 

Despite the clear provision in the stat- 
utes, reaffirmed in 1917 by the Congress 
of the United States, the 500-acre land 
ownership limitation was completely ig- 
nored and openly violated until 1936. 
From 1900 to 1936 the only attempts at 
enforcement were indirect. In 1913 and 
in 1935 some registrars of property re- 
fused on three different occasions to re- 
cord holdings acquired by corporations in 
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violation of the 500-acre law. In these 
cases the Supreme Court of Puerto Rico 
ordered the registrars to record the prop- 
erties and stated that action designed to 
enforce the 500-acre limitation rested with 
the attorney general. 

In 1935, and at the same time that the 
federal government began to show a great 
interest in the formulation of an economic 
rehabilitation plan, the United States De- 
partment of the Interior, being the execu- 
tive department in charge of Puerto Rican 
Affairs, adopted the policy of enforcement 
of the 500-acre law. In 1936 the second 
Island-born attorney general, Benigno 
Fernandez Garcia, was appointed by the 
President of the United States. Upon as- 
sumption of office he declared his inten- 
tion of enforcing strictly the 500-acre law. 
A division devoted to the 500-acre litiga- 
tion was established in the Department of 
Justice of Puerto Rico. Miguel Guerra- 
Mondragon and Rafael Rivera Zayas, two 


distinguished Puerto Rican lawyers who 
were well-versed in this field and greatly 
interested in the enforcement of the 500- 
acre law, were appointed as counsel in 
that division. 

Also in 1935 a bill was presented be- 
fore the insular legislature which gave 


original jurisdiction to the Supreme 
Court of Puerto Rico to hear, under quo- 
warranto proceedings, cases involving the 
land tenure limitation on corporations. 
The bill was presented to the legislature 
(which was at that time controlled by the 
Coalition of the Union Republican and the 
Socialist parties) by Luis Mufioz Marin, 
now president of the Popular Democratic 
party and of the insular senate, and by 
Bolivar Pagan, now president of the So- 
cialist party and resident commissioner of 
Puerto Rico in Congress. The bill became 
Law No. 33 as of August 9, 1935. Its, 
purpose was to expedite the legal pro- 


ceedings necessary to enforce the 500-acre 
limitation. 

Proceedings under Law No. 33 of 1935 
were instituted against several corpora- 
tions in January, 1936. The Supreme 
Court of Puerto Rico, on July 30, 1938, 
decided the first case in favor of The Peo- 
ple of Puerto Rico, upholding the enforce- 
ment of the 500-acre law. This decision 
was quickly appealed by the defendant 
and, after having been reversed in the 
Boston Circuit Court of Appeals, was up- 
held by the Supreme Court of the United 
States on May 25, 1940. In brief, the de- 
cision found the defendant corporation 
guilty of holding land in violation of the 
law, imposed fines and costs amounting 
to $7,000, and ordered the dissolution of 
the corporation. The attorney for The 
People of Puerto Rico appeared immedi- 
ately before the Supreme Court of Puerto 
Rico and moved for the appointment of a 
receiver to execute the decision of the 
court. The court acted favorably on this 
motion and the defendant appealed. The 
final decision, pronounced by the United 
States Supreme Court on March 16, 
1942, established the legality of the ap- 
pointment of a receiver to enforce the dis- 
solution of the corporation and the aliena- 
tion of the lands illegally operated. A few 
days later the receiver was appointed.® 

In the six years from January, 1936, to 
March, 1942, the complete cycle of litiga- 
tion establishing the legality of each one 
of the steps necessary to enforce the 500- 
acre limitation was completed. The legal 
basis for action was established. The peo- 
ple of Puerto Rico were confronted with 


*The author is obliged to Miguel Guerra-Mon- 
dragon, attorney in the 500-acre litigation division 
of the Insular Department of Justice, for data on 
the history of the legal efforts to enforce the 500- 
acre law and for his revision and comments on the 
portions of this paper which deal with legal aspects: 
of the land reform. 
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the responsibility of executing a land-re- 
form program that affected the very life 
of its principal industry. 


Political Attitudes Toward 
Land Reform 


The agitation for land reform, designed 
to break up the large sugar estates, and 
the movement in favor of small farms 
date back to the early years of the cen- 
tury. Slogans condemning latifundio and 
absenteeism were political ammunition 
during the entire period after 1900. In 
practically all political campaigns land 
concentration and absenteeism have been 
strongly attacked by all parties contending 
at the polls. 

There is a noteworthy agreement in the 
programs or platforms of all major par- 
ties in regard to agrarian reform and the 
desirability of the small, or family farm. 
The Socialist party’s program, approved 
in the Mayaguez convention held in Au- 
gust of 1932, binds the party to the ap- 
proval of “. . . punitive legislation to make 
effective Article 3 of the Joint Resolution 
of the Congress of the United States of 
America, approved May 1, 1900, and rati- 
fied in Paragraph 2 of Article 39 of the 
Organic Act of Puerto Rico, limiting the 
possession and operation of land by cor- 
porations to 500 acres.” The free elec- 
toral pact of the Coalition of the Union 
Republican and Socialist parties for the 
general elections of 1936, in Article 8 of 
their minimum program, calls for “the 
continuation of the agrarian policy initi- 
ated by the Coalition” and in Article 15 
pledges “to continue our program of ex- 
tension and development of subsistence 
farms, providing them with working 
equipment, seeds, domestic animals and 
homes, and providing the necessary means 
to make the homestead laws effective.” 
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As previously stated, Law No. 33 of 1935 
which was designed to expedite the en- 
forcement of the 500-acre limitation, was 
approved during a period when this coali- 
tion held a majority in the legislature. 
The coalition explained its agrarian poli- 
cies in its Rehabilitation Plan, published 
as Senate Concurrent Resolution No. 1 of 
February 12, 1935, and described below. 
The Popular Democratic party pledged 
its legislators in 1940 to vote for the en- 
actment of a land law to enforce and im- 
plement the 500-acre limitation. The 
“Unificacion Puertorriquefia Tripartita” 
committed itself in its socio-economic pro- 
gram to “the expansion of the program 
of farms and homesteads,” “‘the extension 
of the system of subsistence farms,” and 
“the preservation and the enactment of 
those laws on land tenure that will con- 
solidate and strengthen the base of our 
general economy.” 


Experiences in Land Reform 
Homestead Commission. Positive leg- 


islation designed to achieve some measure 
of land reform is also of relatively long 
standing in Puerto Rico. The first law 
passed after 1900, providing for the cre- 
ation of small farms by the state, was en- 
acted on June 11, 1921. It established a 
homestead commission empowered to cre- 
ate workingmen’s settlements in the cities, 
to build houses for artisans and laborers, 
to create small farms to be leased to farm 
laborers, and to grant them title thereto. 
The homestead commission and its suc- 
cessor, the Homestead Division of the In- 
sular Department of Labor (up to June 
30, 1942) had established 2,074 small 
farms comprising a total area of 24,459 


*The political parties mentioned here polled prac- 
tically 100 per cent of the votes cast in the 1940 
elections. 
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cuerdas.* Unfortunately, many of these 
farms were established in remote, rugged, 
interior areas where the soils were of low 
productivity. There is no doubt, however, 
that a considerable improvement in the 
plane of living of formerly landless work- 
ers was realized by settling them on these 
farms, despite the smallness of most of 
them. Such an improvement was especi- 
ally noticeable in those areas which were 
relatively productive and accessible.® 

The Chardén Plan. In 1935 a policy 
commission was appointed by the Presi- 
dent of the United States for the purpose 
of drafting a rehabilitation plan for Puer- 
to Rico which would serve as the basis 
for a reconstruction agency. The Com- 
mission’s report, best known as_ the 
“Chardon Plan,” states that “progressive 
landlessness” was one of the most impor- 
tant economic problems of the bulk of the 
Puerto Rican people. As originally con- 
ceived, the plan provided for the purchase 
by the government of what were termed 
“sugar cane marginal lands.” On these 
lands, which would be retired from cane 
growing, 10,000 subsistence farms were 
to be established. Sugar cane growers 
formerly established on these marginal 
lands were to be given the opportunity of 
buying “good sugar cane lands” in the 
lowlands in exchange for their marginal 
lands. These “good sugar cane lands” 
would be acquired by the reconstruction 
agency from the corporations, which (it 
was assumed) would not have great use 
for them in view of the recently-passed 
extension of the AAA restrictions to sug- 
ar cane growing (Jones-Costigan Act of 


June, 1934). 


* Official data from the Homestead Division of the 
Insular Department of Labor. 

°J. E. McCord and S. L. Descartes, A Farm Man- 
agement Study of Small Farms in Three Areas of 
Puerto Rico, University of Puerto Rico Agricultural 
Experiment Station Bulletin 40, 1935. 
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The plan also provided for the estab- 
lishment of 8,000 subsistence farms of 
3 acres each in the coffee area, 2,000 par- 
cels of 2 acres each in the fruit area, and 
5,000 parcels of 3 acres each in the to- 
bacco area. Land for subsistence farms 
was to be obtained from the owners at 
half price in return for free labor that was 
to be provided for the rehabilitation of the 
plantations. Dwellings resistant to hurri- 
canes were to be built for the resettlers on 
these plots. Central service farms to pro- 
vide costly equipment, seeds, pure-bred 
animals, and technical advice were to be 
established in resettlers’ communities. 


The 1935 Legislative Plan. The Char- 
don Plan met with considerable opposi- 
tion from the majority of the legislature, 
The Coalitionist majority, composed of 
the Union Republican and Socialist par- 
ties, submitted its own plan for economic 
reconstruction in opposition to the Char- 
don Plan. It was published as Concurrent 
Resolution No. 1 of the Senate of Puerto 
Kico, dated February 12, 1935. The 
avowed purpose of the Resolution was to 
set forth “. . . to the President and the 
Congress of the United States of America 
the economic and social evils confronting 
The People of Puerto Rico ...,” and to 
point out “. . . specific recommendations 
for a complete economic-social rehabilita- 
tion of the Island.” In regard to land re- 
form, the document stated that one of the 
fundamental objectives of the plan was 
“to establish a system for the recovery 
and redistribution of the land, giving all 
the social classes of our country an oppor- 
tunity to obtain and exploit it, according 
to their respective means and ability to 
make it produce.”’ To this end, the Reso- 
lution recommended “. . . the establish- 
ment of subsistence farms for those lab- 
orers on whom a heavy burden of capi- 
talization could not be imposed, for it 
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would condemn them to failure; the es- 
tablishment of the small rural property, 
that is, the true subsistence farm capable 
of providing for all the needs of the fam- 
ily with the produce thereof, without need 
of the farmer’s entering into competition 
with the urban population in the field of 
remunerated occupation . . .,” and that 
“... those who engage in the cultivation 
of special crops, such as sugar cane, to- 
bacco, fruits, etc., should be given an op- 
portunity to acquire farms of this type, 
thus creating many property owners 
where today a few control everything.” 
To carry out these objectives, the plan 
proposed the acquisition by the govern- 
ment of the farms mortgaged to the Fed- 
eral Land Bank which were in danger of 
foreclosure. These farms were then to be 
subdivided into self-sustaining farms but 
a portion was to be retained for the for- 
mer owner. This work was to be carried 
out by the Homestead Commission with 
an insular appropriation and with $16,- 
000,000 of federal funds that, as it was 
requested, should be allotted for this pur- 
pose from the expected appropriation for 
the rehabilitation of Puerto Rico. The 
Homestead Commission was to be au- 
thorized to build dwellings, provide the 
necessary fertilizer, seeds, animals, and 
technical help. The properties were to be 
leased with the right to eventual owner- 
ship, according to the terms established by 
the Homestead Commission. The plan 
requested the extension to the island of 
the benefits of the National Industrial Re- 
covery Act by appropriating for this pur- 
pose not less than $2,000,000 out of the 
$25,000,000 available under Section 208 
of the aforementioned act for the estab- 
lishment of subsistence homesteads. 
Puerto Rico Reconstruction Adminis- 
tration. The Puerto Rico Reconstruction 
Administration, the agency that was to 
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execute the reconstruction plan outlined 
by the Chardon Committee, was created 
by Executive Order of the President, May 
28, 1935. In actual operation the Puerto 
Rico Reconstruction Administration de- 
viated in some respects from the general 
principles outlined in the Chardon Plan 
described above. In the field of land re- 
form in the sugar cane area, the original 
recommendation that “marginal sugar 
cane lands” should be acquired in ex- 
change for ‘‘good sugar cane lands” and 
divided into subsistence homesteads was 
never carried out. 


The acquisition of certain lands and a 
sugar mill known as “Central Lafayette” 
constituted the most momentous deed of 
the Puerto Rico Reconstruction Admin- 
istration in the field of land reform in the 
sugar cane region. This property, owned 
by an absentee French family and com- 
prising 10,000 cuerdas of land in a very 
productive sugar cane region, was ac- 
quired in 1936. The best lands of the es- 
tate, aggregating 4,560 cuerdas, were di- 
vided into 12 land cooperatives, each with 
less than 500 acres. These land coopera- 
tives were to be eventually owned and 
managed by the laborers. Loans were 
made to them for the value of the pur- 
chased lands and for operating capital. 
The loans were guaranteed by a mortgage 
on the lands and by the growing crops. 
The Puerto Rico Reconstruction Admin- 
istration reserved the right of exercising 
the voting power of the laborers’ mem- 
bers. By virtue of an interconveyance 
contract, each cooperative was liable for 
all the debts of the other eleven and all 
income and expenses were shared alike by 
all. The 12 land cooperatives entered into 
a management contract with the Puerto 
Rico Reconstruction Administration and 
were operated by a manager appointed by 
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that agency. In substance, the 12 land 
cooperatives were operated as a unit. 

After three years of operation the land 
cooperatives found themselves in a very 
difficult financial position. An investigat- 
ing committee appointed by the Puerto 
Rico Reconstruction Administration rec- 
ommended the reacquisition of the lands 
sold to the land cooperatives, their divi- 
sion into small farms—consistent, as far 
as possible, with cultivating efficiency— 
and their sale to individual farmers. The 
Lafayette Investigating Committee, how- 
ever, concluded that the failure of the co- 
operatives was not due to their set-up as 
cooperatives. The committee held that the 
failure was explained by a faulty financial 
organization, excessive mortgage indebt- 
edness, low operating efficiency reflected 
in high costs of operation, low yields, and 
very high indirect costs. The committee 
further stated that, in view of the lack of 
education and the prevailing attitudes of 
the laborers, the success of laborers’ ag- 
ricultural cooperatives in that area was 
doubtful.?° 

Roughly, 4,500 cuerdas were recon- 
veyed to the Puerto Rico Reconstruction 
Administration by the land cooperatives 
and distributed into 72 parcels which were 
sold to 65 different purchasers who 
’ bought properties ranging in size from 
i1.4 cuerdas to 138.9 cuerdas and from 
$2,839 to $67,057 in price. In addition, 
315 small farms varying in size from 3.3 
cuerdas to 32.5 cuerdas were established 
on other lands which had lower produc- 
tivity than those originally sold to the 
land cooperatives. The Puerto Rico Re- 
construction Administration is still direct- 
ly managing a large acreage of pasture 
land, some of which may be divided into 


” Report of the Lafayette Investigating Committee 
to the Assistant Administrator, Puerto Rico Recon- 
struction Administration, August 7, 1940. 
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small farms. There were also established 
in the Lafayette area 507 subsistence 
farms of about one acre each." 

On the northern coast of the Island the 
Puerto Rico Reconstruction Administra- 
tion made a loan to a group of “colonos”’ 
(individual sugar cane farmers organized 
as a cooperative) for the acquisition of a 
medium-sized sugar mill known as “Los 
Canos.” The same group borrowed from 
a private bank for the acquisition of the 
lands that were formerly owned by those 
same mill interests. In the transaction, 
5,466 cuerdas belonging to the mill inter- 
ests were purchased and leases covering 
1,125 cuerdas were taken over. In this 
area, therefore, the lands previously op- 
erated by a corporation are now operated 
by 19 farmers who bought parcels rang- 
ing in size from 64 to 552 cuerdas. 

That part of the Chardon Plan relating 
to the establishment of subsistence farms 
for the laborers in the coffee, tobacco and 
fruit growing areas has been carried out 
te a considerable extent by the Puerto 
Rico Reconstruction Administration. Up 
to June 30, 1943, there had been estab- 
lished 8,457 of the 2- and 3-acre plots 
proposed in the coffee, tobacco and fruit 
rehabilitation programs of the Chardon 
Plan. For this purpose 25,480 cuerdas 
had been purchased. 

A land distribution procedure not men- 
tioned in the Chardon Plan has also been 
used. Farms aggregating 8,754 cuerdas 
were acquired in various regions of the 
Island and were divided into 608 farms, 
ranging in size from about 4 to 20 cuer- 
das. One thousand and sixty-two subsist- 
ence farms, almost all of about one cuerda 
in size, were also established on these 
farms. Two hundred and twelve squatters 
found living on these farmers were settled 


4 Official figures of the Puerto Rico Reconstruc- 
tion Administration. 





‘on One-quarter-cuerda plots. Detailed in- 
formation on the land acquisitions and 
farms established by the Puerto Rico Re- 
construction Administration is given in 
Table I. One of these farms (the Castaner 
project), located in the coffee area, is be- 
ing operated directly by the Puerto Rico 
Reconstruction Administration. 
Undoubtedly, the plane of living of an 
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agricultural laborer who settles on a small 
farm or even a small plot is improved, 
provided of course that the same oppor- 
tunities for outside work are maintained 
and that the value of the crops he raises 
is higher than the value of those obtained 
from the lands which his landowner had 
previously let him plant. 

A farm management study of the small 


Tasce I. ArEA AcguireD; Units EsTABLISHED IN Farms, SUBSISTENCE FARMs, 
SQUATTERS’ SETTLEMENTS; BY NUMBER AND S1ZE. PUERTO RECONSTRUCTION 


CorPORATION, 


June 30, 1943. 


(In Cuerdas) 
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Range in 
Size 
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1 


10,040.96 


Castafier 1,645.04 
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255.51 
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Suppliers Tobacco 
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Arecibo 
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cane 
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tobacco 
fruits 


Livingston- 
Dorado* 
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fruit programs 
25,480.51 





(cuerdas) (cuerdas) (cuerdas) 


3-139 
1395.04» 


1 
1 
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TOTAL 44,275.62 995 














| 
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10,026 








® Cf., footnote 3 for explanation of use of cuerdas interchangeably with acres. 
> Operated directly by the Puerto Rico Reconstruction Administration. 
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farms established by the Puerto Rico Re- 
construction Administration on the lands 
purchased from the American suppliers 
in the tobacco region, and covering farms 
ranging in size from 4 to 10 cuerdas, 
showed that these farms were not self- 
sustaining. Without the income from 
work off the farm furnished them by the 
Puerto Rico Reconstruction Administra- 
tion, the income of the resettlers would 
have been insufficient to maintain their 
families even at the low levels prevalent 
in that area among wage earners.'* The 
individual sugar cane farms established 
by the Puerto Rico Reconstruction Ad- 
ministration on the lands reacquired from 
the land cooperatives have not yet been 
studied. 

Dwellings resistant to hurricanes have 
been built by the Puerto Rico Reconstruc- 
tion Administration on 5,866 of the total 
number of 11,115 rural units created, in- 
cluding farms and subsistence farms.’* 
This has meant a considerable improve- 
ment in the housing conditions of the resi- 
dent families. The enjoyment of these 
better houses has been secured in some 
cases at the expense of a decline in 
the monetary income available for oth- 
er family needs. In the case of the Puer- 
to Rico Reconstruction Administration’s 
one-cuerda subsistence farms established 
in the Lafayette area, for example, it was 
found that the increase in the incomes of 
these families from the production of food 
crops was not large enough to offset the 
outlay for rent, or for amortization and 
interest, to pay for the concrete houses 
which were built for them. The Lafayette 
Investigating Committee recommended 


“Daniel A. Haddock, A Study of 96 PRRA Small 


Farms in Cayey, Cidra and Aibonito, University of 
Puerto Rico Agr. Exp. Sta. Bulletin 63, June, 1942 
(in Spanish with English summary). 

* Includes the 259 employees’ houses on the La- 
fayette mill lands. 


the correction of burdensome rentals 
which it termed a principal shortcoming 
of the project. In Puerto Rico the great 
majority of agricultural laborers residing 
in the rural area do not pay rent since 
they usually live in houses built by them- 
selves on somebody else’s land, or in 
houses provided gratis by the landowners. 
In many cases, the landowners let the la- 
borers plant a small area of land in food 
crops for home use. 

An adequate appraisal of the accom- 
plishments of the PRRA land reform pro- 
jects cannot be made now since the essen- 
tial studies of many aspects of the pro- 
gram, especially those regarding small 
farms and subsistence plots, have not yet 
been made. 

The Farm Security Administration. 
Another federal agency that has under- 
taken land reform in the Island is the 
Farm Security Administration. Their 
Tenant Purchase Program, now called 
the Farm Ownership Program, was start- 
ed in Puerto Rico in March, 1938. From 
that date to June 30, 1943 there had been 
established 491 small farms, totaling 17,- 
764 cuerdas. Some of its most important 
projects are located in the sugar cane area 
on land purchased from sugar mills and 
related interests. From the owners of the 
San José Sugar Mill 4,143 cuerdas were 
purchased and divided up into 129 sugar 
cane farms. The Monserrate Sugar Cane 
Mill sold 2,287 cuerdas, providing land 
for 70 farms. In an interior sugar-cane- 
producing area 1,733 cuerdas were ac- 
quired from the La Plata Sugar Com- 
pany. Forty-eight farms were created on 
these lands. The Farm Security Adminis- 
tration has also established 65 small farms 
on 1,986 cuerdas formerly belonging to 
Central Victoria, Inc.'* 


Official figures of the Farm Security Adminis- 
tration. 
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In the case of the La Plata Sugar Com- 
pany the sale of these lands to the Farm 
Security Administration borrowers was 
made with the consent of the Supreme 
Court of Puerto Rico since this corpora- 
tion had been proceeded against for vio- 
lation of the 500-acre law. 


The Farm Security Administration 
does not purchase land directly. The 
Farm Security personnel appraises the 
land and divides it into conveniently-sized 
farms. The farm must be adequate to 
support a family on a fairly decent plane of 
living and provide for repayment, amor- 
tized over a period of 40 years at an in- 
terest rate of 3 per cent on the unpaid 
principal. The Farm Security then selects 
persons to whom it makes loans for the 
acquisition of the land, for building a 
home, and for buying equipment and 
stock. The borrowers operate their farms 
under a farm-and-home management plan 
prepared with the help of the Rural Re- 
habilitation supervisors of the FSA. 

The Farm Security has been very suc- 
cessful in its Farm Ownership Program 
in Puerto Rico. Not a single purchaser 
has been dispossessed and delinquency in 
payments is negligible. This performance 
shows that the size of farm has been ade- 
quate for a decent plane of living and for 
the amortization of the debt incurred. A 
large measure of the success can be at- 
tributed to the fact that the FSA, besides 
providing adequately-sized farms, makes 
credit available for building a home, and 
provides production credit at low rates as 
well as close supervision and an educa- 
tional program. The successful operation 
of the sugar cane farms established in the 
lands formerly belonging to Central San 
José and ranging in size from 22.2 to 69.5 
cuerdas has been very significant. One of 
the difficult problems that have to be 
solved in executing a land reform in the 
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sugar cane industry is the assurance of a 
regular supply of cane to the mill. Central 
San José does not grow cane now. Dur- 
ing the two harvesting seasons of 1941 
and 1942 the small farms established on 
the lands bought from the San José in- 
terests have been able to maintain a steady 
supply of sugar cane to the mill. This has 
proved that a large number of small 
farms, when properly supervised and co- 
ordinated, can maintain a stable flow of 
sugar cane to the mill. 


Land Reform in the 1940 Elections 


In the electoral campaign of 1940 a new 
party, formed in 1938 and known as the 
Popular Democratic party, made its ap- 
pearance. It carried out an extensive cam- 
paign throughout the entire rural and 
urban areas of the Island, pledging its leg- 
islators, in the event of a victory, to pass 
immediately a number of fundamental 
economic reform laws. These proposed 
laws were explained in principle to the 
electorate. The Popular party’s provoca- 
tive battle cry was “Pan, Tierra y Liber- 
tad” (Bread, Land and Liberty). 

The Land Law was one of the most 
important of the proposed reform acts. 
The main commitments of this law as pre- 
sented to the electorate were: the enforce- 
ment of the 500-acre law through the ac- 
quisition of the land illegally held upon 
payment of just compensation to the own- 
ers; the establishment of what were called 
proportional profit farms, a form of farm 
organization designed to combine indi- 
vidual management with profit-sharing 
features; and the division of farms into 
small plots to provide land to squatter 
families. The final decision of the United 
States Supreme Court of May 25, 1940, 
definitely determining the illegality of cor- 
porate land holdings in excess of 500 
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acres, came during the period when the 
principles of the Land Law of Puerto Rico 
were being drafted and publicly discussed. 
The Land Law of Puerto Rico, as con- 
ceived by the Popular party leaders and 
presented to the electorate, provided for 
the creation of an instrument to carry out 
the effective enforcement of the 500-acre 
limitation. 

In the 1940 elections the Popular party 
obtained a majority of one vote in the 
Senate of Puerto Rico, and, with the help 
of some representatives of other parties, 
established control of the majority in the 
lower house. Upon the attainment of leg- 
islative power, the Popular legislators 
proceeded to pass those fundamental re- 
form laws which they had pledged them- 
selves to enact. One of the first to be 
drafted and passed was the Land Law of 
Puerto Rico. The bill became law upon 
the signature of Guy W. Swope—then 
Governor of Puerto Rico—on April 12, 
1941. The records show that in the sen- 
ate the law received the votes of 10 Popu- 
lar and 3 Socialist senators. There was 
one vote against it and the remaining 5 
senators either abstained from voting or 
were absent. In the house the law re- 
ceived the votes of the 17 Popular repre- 
sentatives present, 3 votes from the “Uni- 
ficacion Tripartita” party and one Social- 
ist vote. The other 18 members either ab- 
stained from voting or were absent. 


The Tugwell Committee 


On December 12, 1940 (after the vic- 
tory of the Popular party in the 1940 elec- 
tions and the United States Supreme 
Court’s decision on the 500-acre limita- 
tion) Harold L. Ickes, Secretary of the 
Interior, appointed a committee under the 


chairmanship of Rexford G. Tugwell to’ 


investigate the administrative responsi- 
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bilities under the 500-acre provisions of 
the Organic Act. The committee did pre- 
liminary work in Washington, held hear- 
ings in Puerto Rico, drafted a number of 
considerations, returned to the Island to 
hold additional hearings, and reached a 
set of conclusions, the most important of 
which are as follows: 


“The present system has failed to democ- 
ratize industrial processes; it results in an 
ever narrower participation in management 
and income. 

“The ends to be sought are these: satis- 
faction of the home-hunger now so gen- 
erally frustrated; participation in the yield 
of the land by the largest possible number 
of those who labor on the land; compensa- 
tion for those whose interests under the 
present system are affected by the establish- 
ment of the new system; preservation of the 
Island’s sugar economy which might well 
be lost if the cost of production should be 
unduly increased. 

“For practical attainment of these values, 
there should be: (A) Effective legal pro- 
cedure to break up all holdings of more 
than 500 acres, whether by corporations, by 
‘artificial’ persons or by individuals!® who 
are now affected by neither Federal nor In- 
sular limitation. (B) The appointment by 
the Insular Supreme Court of receivers with 
authority to operate the properties until ar- 
rangements for their valuation and eventual 
transfer can be affected. (C) Establishment 
of a Land Authority [already provided for 
by the Insular Law now in litigation!®] with 
power to acquire and to dispose of land and 
to borrow money on its security. (D) Ex- 
pansion of the functions on the Island of 
the various Federal agencies, so that they 
may finance and furnish education and 
health services for families employed on, or 
who may acquire, lands from the Authority. 
(E) Assurance of uninterrupted supply of 


18R. Menéndez Ramos, one of the members of the 
committee, would not extend the Law’s operation 


to individuals. (Insular leaders never agreed with 
the extension. The Land Law does not extend to 
individuals.) 

16 A case which was brought before the Federal 
Court of the Puerto Rico District and quickly dis- 
missed. 





408 


necessary cane for efficient mill operations 
throughout the grinding season; to this end, 
growers might authorize the Land Author- 
ity, or other appropriate agency, to make 
contracts on their behalf with the mills. Or 
some form of public utility status might be 
devised which would impose regulation on 
all parties to these contracts.” 


In regard to the land and management, 
the report recommended : , 


“The land and management pattern large- 
ly dictates the human associations to be es- 
tablished. The most generally acceptable 
pattern would be individual family type 
farms on which the families would have the 
security of tenure traditionally associated 
with ownership, an opportunity to achieve 
independence, and a decent standard of liv- 
ing. jHowever, many—if not most—of the 
farm laborers on the lands in question now 
lack the technical and managerial skill re- 
quired for successful operation of individual 
units, and for the coordination of such op- 
erations necessary to obtain the benefits of 
present day technology. For this reason, 
and to avoid disruption of the sugar indus- 
try, subdivision of present large-scale hold- 
ings should proceed cautiously. If lands are 
acquired by the Land Authority before sub- 
division is practicable, consideration should 
be given to the efficiency of going manage- 
ments. The present staffs should, wherever 
possible, be retained; their knowledge and 
competence have brought the sugar indus- 
try to a high technological level, and this 
ought not to be impaired. They could be 
utilized either directly by the Land Author- 
ity or as lessees of proportionate profit 
farms provided for under the Land Author- 
ity Law. However, lessees of such farms 
should not be permitted or required to oper- 
ate on the basis of speculative profits, should 
not be allowed to become owners of more 
than 100 acres and should not be selected or 
retained on a political basis. In all this, in- 
dividual family type farms, with their oper- 
ations effectively coordinated, should be kept 
constantly in mind as the most generally de- 
sired goal whether owned or leased, pro- 
vided the social interests in conservation, 
etc., are guarded. 

“The suggested procedure is for gradual 
acquisition of estates over a period of years 
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with a definitely spaced program so that all 
involved may know what to expect and so 
that transition may be as smooth as pos- 
sible.” 


Land Law of Puerto Rico 


The legislative measure representing 
the culmination of the long attempts of 
The People of Puerto Rico to achieve 
land reform is the Land Law of Puerto 
Rico. In drafting the Act, considerable 
use was made of the experience in the 
field of land reform of the Insular Home- 
stead Commission, the Puerto Rico Re- 
construction Administration, the Farm 
Security Administration Farm Owner- 
ship Program, and of the recommenda- 
tions of the Tugwell Committee. Directly 
or indirectly the ideas and contributions 
of a large number of persons—practical 
farmers, lawyers, economists, and sociol- 
ogists—were considered in the formula- 
tion of its principles. But the greatest 
contribution was that of Luis Munoz 
Marin, president of the Popular Demo- 
cratic party, who gave the law its basic 
orientation, philosophy and concepts. 

The purposes of the Law, as stated in 
it, are: 


“The Authority is created for the purpose 
of carrying out the agricultural policy of 
The People of Puerto Rico as determined 
in this Act, and to take the necessary action 
to put an end to the existing corporative 
latifundia in this Island, block its reappear- 
ance in the future, insure to individuals the 
conservation of their land, assist in the cre- 
ation of new landowners, facilitate the utili- 
zation of land for the best public benefit 
under efficient and economic production 
plans ; provide the means for the ‘agregados’ 
(squatters) and slum dwellers to acquire 
parcels of land on which to build their 
homes, and to take all action leading to the 
most scientific, economic and efficient en- 
joyment of land by the People of Puerto 
Rico.” 
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The Land Law creates a board in the 
Department of Agriculture designated as 
the Land Authority of Puerto Rico and 
composed of the commissioner of agricul- 
ture as chairman, the commissioner of la- 
bor, the commissioner of the interior, and 
four citizens who “profess belief in the 
wisdom and urgency of this Act.” These 
four members are appointed for four years 
by the governor of Puerto Rico, by and 
with the advice and consent of the senate. 
The governor has power to appoint, with 
the advice and consent of the senate, the 
executive officer of the Authority, known 
as the executive director, for a term of 
four years. The board is intended as the 
policy-making body of the Authority. It 
has all the usual powers of such govern- 
ment agencies. 


Specifically, the Land Authority is di- 
rected to terminate the operation of land 
in large estates by corporations or other 
“artificial” entities. To attain that end 
the Authority was given the power of 
condemnation (eminent domain) against 
corporations and “artificial” persons. It 
was also granted power to buy the land 
(held in excess of 500:acres) at sales 
which the “receivers” appointed by the 
courts may carry on as a result of legal 
proceedings designed to enforce federal 
and insular limitations on the operation 
of land by corporations and “artificial” 
persons. In these cases the receiver must 
begin to sell the land within a period not 
longer than six months after the court’s 
decision. When the Land Authority wants 
to buy such land it will be given preference 
provided that it offers a price equal to that 
of the highest bidder. This privilege will 
last five years and can be extended for one 
more year. 

Individual Farms. On the lands ac- 
quired, the Authority is authorized to es- 
tablish individual holdings of not less than 
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5 nor more than 25 acres of land.’* The 
Authority is empowered to fix the condi- 
tions of sale of individual farms, except 
that the repayment period cannot be more 
than 40 years, nor can the rate of interest 
be higher than 5 per cent nor lower than 
¥% of 1 per cent above the rate of interest 
fixed for the bonds issued by the Author- 
ity on the lands in question. 

Regulations promulgated by the, Au- 
thority decree that applicants eligible for 
the acquisition of individual farms must 
not be less than 21 nor more than 50 years 
of age; must have at least 5 years of prac- 
tical farming experience unless they are 
professional agronomists; must be land- 
less or own insufficient land to maintain 
their families. Public employees are not 
eligible unless they agree to resign their 
positions upon obtaining a farm. Persons 
whose financial positions are such that 
they can finance the purchase of a farm 
through usual methods are not eligible. 
No initial payment is required. 

Proportional Profit Farms. The Au- 
thority is also empowered to set up what 
are termed in the law “proportional profit 
farms.” To this end the Authority can 
lease from 100 to 500 acres of land—or 
more when necessary for higher produc- 
tive efficiency—to farmers, agronomists 
and other persons with experience in ag- 
ricultural management. It is provided 
that the conditions of the lease will be 
fixed by a contract between the Authority 
and the lessee. 

The concept of the proportional profit 
farm as developed in the Land Law of 
Puerto Rico constitutes a new and inter- 
esting idea in the field of land tenure. It 
arose from a situation in which lands are 


**As amended by Law No. 157 approved May 
14, 1943. Originally, the size limits were “not less 
than 10 nor more than 100 acres.” This amendment 
is unfortunate; it reduces the required flexibility in 
regard to the size of individual farms. 
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relatively scarce and the number of land- 
less agricultural workers who should be 
benefited from the proceeds of the land 
are very numerous. It was estimated by 
the Tugwell Committee that there were 
about 175,000 acres of land subject to 
distribution under the 500-acre law. 
There are at least 175,000 landless agri- 
cultural workers. Furthermore, the large 
estates on the level fertile lands operate 
very efficiently and cultivate intensively 
under an advanced technology. The sub- 
division of these lands, efficiently culti- 
vated and with the use of expensive irri- 
gation systems, was of doubtful wisdom 
from the standpoint of productive efficien- 
cy. The problem was to maintain efficient 
production and good management and at 
the same time to diffuse the earnings 
among a large number of workers. The 
answer was the proportional profit farm 
which combines the characteristics of in- 
dividual management and profit sharing. 
The inducement for efficient management 
lies in the fixed percentage of net profit 
that belongs to the manager-lessee. The 
laborers participate in whatever profits 
are made on the basis of the number of 
days worked and the wages received. 


It is interesting to note that there was 
a parallel preoccupation and a funda- 
mental agreement between the insular 
leaders who drafted the Land Law of 
Puerto Rico and the Tugwell Committee 
as to the desirability of some form of ten- 
ure that would combine efficiency with 
wider distribution of profits. The follow- 
ing quotations from Governor Tugwell’s 
report to the Secretary of the Interior, 
dated December, 1941, show this common 
aim clearly : 


“Tt seemed to me, therefore, in formu- 
lating a preliminary hypothesis that there 
was at least 40 per cent of land formerly 
used for the cash crop and presumably flat 
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and fertile which would be available for 
other purposes. Why not use this 40 per 
cent to satisfy the clamoring hunger for land 
ownership and preserve the other 60 per 
cent for some sort of large scale operations 
under public auspices—not necessarily gov- 
ernment ownership, but certainly not indi- 
vidual holdings. My thought turned to the 
way in which we had set up certain planta- 
tion operations in the Mississippi Delta 
country, in Arizona, and in California, un- 
der the Old Resettlement Administration 
which had now become the Farm Security 
Administration. 

“The program to which he was committed 
[Luis Muftoz Marin, who had won control 
of the Senate] was a definite one whose 
prominent features were: (a) the setting up 
of a land authority to receive lands alienated 
under the five-hundred-acre limitation; (b) 
the financing of this transfer by bond issues 
with land as security; (c) the establishment 
of small homesteads; and, (d) the setting 
up of proportionate participation farms. 

“These Insular proposals, on investiga- 
tion, seemed to differ only in detail from 
the hypothesis which had been shaping up 
in my mind. I was doubtful whether an in- 
sular land authority of this sort could fi- 
nance itself on the necessary scale; and I 
thought it probably would be guided by a 
theoretical orthodox pattern of agriculture; 
but it seemed possible that this program 
could be brought together in some way with 
the Federal one, the two supplementing each 
other and providing an effective attack.” 


The law prescribes, however, the most 
important conditions for the operation of 
these farms. The lessee is not individu- 
ally responsible for the payment of the 
rent or for the crop production credit re- 
quirements of the leased farm but he is 
responsible for the property placed under 
his care and must be bonded. He is ob- 
ligated to cede three acres of land to each 
one of the families of laborers living on 
the farm or to laborers regularly engaged 
on it for their use. It is stipulated that 
this cession shall be in a proportion of not 
less than one family for every 20 acres, 
although this may be waived for farms 





LAND REFORM IN PUERTO RICO 


where the efficiency in the use of the land 
may make it impracticable. For their 
work on a proportional profit farm (not 
on 3-acre parcels) the laborers will re- 
ceive the prevailing wages of the region, 
or the wages fixed by law, as an advance. 
At a specified time of the year it is pro- 
vided that they shall receive a part of the 
profits in proportion to the days worked 
and the wages received. This provision 
applies to all workers, those having par- 
cels and those not having them. The 
laborers residing on the farm are free to 
work on it or not. The lessee must reside 
on the farm. 

From 5 to 15 per cent of the net profits, 
according to the terms of the contract, is 
the compensation of the lessee. The Au- 
thority may advance to the lessee, charge- 
able against his profits, the sums that it 
may deem advisable. When the lessee is 
provided with animals and equipment by 
the Authority, their cost is added to the 
rentals of the farm. The lessee is required 
to keep accounts according to the method 
fixed by the Authority and by the auditor 
for Puerto Rico with the approval of the 
governor. The rentals of the lessee are to 
be paid annually at a fixed date. It is stip- 
ulated that they shall be fixed at not less 
than an amount sufficient to amortize the 
cost of the farm plus interest in 40 years, 
or in relation to the terms of the bonds 
issued by the Authority. 

The law requires that the lessee of a 
proportional profit farm have 5 years’ 
practical farm experience in the type of 
agriculture to which the farm is to be de- 
voted, or at least 3 years’ experience in 
the case of a professional agronomist. 

Both laborers and lessee will participate 
it: the net income. How to compute the 
net income is carefully stated in the law. 
The following deductions from the gross 
receipts must be made: (a) the rent pay- 
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able on the farm; (b) taxes; (c) wages or 
salaries received by way of advance to the 
laborers; (d) the expenses for materials 
and operations, depreciation on major im- 
provements, and cost of minor improve- 
ments made with the Authority’s ap- 
proval; (e) debt and interest on any pro- 
duction loan; (f) premiums on crop in- 
surance; (g) workmen’s compensation in- 
surance premiums; (h) up to 3 per cent 
of the gross receipts for supervision and 
auditing expenses; (i) up to one per cent 
of the gross receipts for expenses of co- 
operative education; and (j) the cost of 
the use of machinery, animals and agri- 
cultural implements and equipment that 
may be provided by the Authority. A re- 
serve fund to be determined by the Au- 
thority shall be created out of net profits. 

The Authority is specifically instructed 
by law to draft rules and regulations in 
order that the management of the farm 
may be as nearly as possible the same as 
that of private farms. 

Land for Squatters. Another significant 
provision of the Land Law authorizes the 
establishment of small %4- to 3-cuerda 
plots under Title V of the Act.® The pur- 
pose of this Title is that every “agregado” 
(squatter) on the Island shall be entitled 
to hold at least 4% of a cuerda of land on 
which he may permanently erect his home. 
To realize this purpose the Land Author- 
ity is directed to search out the most suit- 
able places for these squatter settlements, 
purchase such places from their owners, 
and divide them into parcels of not less 
than % of a cuerda or not more than 3 
cuerdas to be distributed among the “agre- 
gado” families. The Authority is empow- 
ered to cede free of charge %4 of a cuerda 
to any “agregado” family, but the “agre- 


** The law was amended (in the regular session of 
the legislature in 1943 increasing the upper limit in 
the size of these plots: from 1 to 3 cuerdas. 
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gado” may acquire a larger plot by paying 
for the additional land in yearly install- 
ments of not more than $3.00. Money col- 
lected from this source is to be deposited 
in a fund to be used exclusively for public 
improvement in the particular’ settlement 
involved. An amendment to the Law 
passed in 1942 empowered the Authority 
to provide construction materials to home- 
less “‘agregados”’ up to the value of $150. 
These loans must be repaid in yearly in- 
stallments of not more than $3.00 and the 
proceeds therefrom are to be placed in a 
fund for the construction of additional 
houses for squatters. 

All individual farms, parcels, propor- 
tional profit farms, or lands leased or 
ceded to agricultural cooperatives (as per- 
mitted under an amendment to the Law) 
are protected from forced sale for the pay- 
ment of debts—-except for debts to the 
Authority or to any other insular or fed- 
eral agency, or for taxes. These prop- 
erties cannot be mortgaged and no trans- 
fer, lease or sale is valid except to an eli- 
gible person and with the permission of 
the Authority. 

Financing. The total direct appropria- 
tions of the Legislature of Puerto Rico to 
the Land Authority for the recovery of 
land held in large estates aggregate $3,- 
400,000. In addition, $1,900,000 have 
been appropriated to carry out the provi- 
sions regarding small parcels for landless 
squatters. These appropriations are held 
as special funds for the Land Authority 
by the treasurer of Puerto Rico. 

The Law provides other ways by which 
the Authority may raise funds. The treas- 
urer of Puerto Rico is ordered to issue, 
upon the request of the Land Authority, 
$5,000,000 of bonds of The People of 
Puerto Rico. A tax of 0.10 of 1 per cent 
on all real property on the Island is levied 
to create the sinking fund for the payment 
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of these bonds. The Land Authority is 
empowered to issue bonds of its own up 
to 75 per cent of the purchase price of ac- 
quired lands. These bonds cannot be is- 
sued for maturities of more than 40 years 
or at rates of interest higher than 5 per 
cent. A reserve fund of $500,000 from the 
proceeds of the sales of bonds of The Peo- 
ple of Puerto Rico is established as an 
additional guarantee for these issues. An 
amortization fund for Land Authority 
bonds is established in which will be en- 
tered all moneys received or collected 
from the sale, the installments, or the 
rentals of lands pledged as collateral for 
the issuance of bonds. 


The Land Authority 


Organization and Expenses. The first 
Executive Director of the Land Author- 
ity, Carlos E. Chardon,’® was appointed 
on October 10, 1941, and the first meet- 
ing of the Land Authority Board was held 
on October 19, 1941. The statement 
showing the amounts appropriated for the 
fiscal year 1942-43 for the various divi- 
sions of the Land Authority gives a pic- 
ture of the administrative organization 
and authorized expenditures : 


Land Authority Division Appropriation 


Office of the Executive Director ..$ 19,440 
Office of the Secretary of the 

Authority 
Appraisal Division 


At present the executive director of the Land 


Authority is José Acosta Velarde, sugar technician. 
The present members of the Land Authority board 
are: Fernando Villamil, Commissioner of Agricul- 
ture, soil chemist and appraiser; Sergio Cuevas, 
Commissioner of the Interior and civil engineer; 
Manuel A. Pérez, Commissioner of Labor, statisti- 
cian and social scientist; Rafael Menéndez Ramos, 
agricultural chemist and former sugar mill manager; 
Ramon Colén Torres, agricultural economist; José 
Cestero Guardiola, practical sugar cane farmer; and 
Ralph Will, regional director of the Farm Security 
Administration. 
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Legal Division 
Planning Division 
Title V (squatters’ plots) Section 
Land Adjudication Committee ... 
Finance Division 

Total by Divisions 
General Expenses 


ToraL AUTHORIZED Expenses $168,143 


Accomplishments. Up to June 30, 
1943 the Land Authority had devoted 
most of its time to the establishment of 
small plots for landless squatters under 
Title V of the Act. For this purpose the 
Authority had purchased farms aggregat- 
ing 7,213 cuerdas, of which 3,542 cuerdas 
are now in the process of being divided 
and distributed. The remaining 3,671 
cuerdas have already been distributed. As 
of June 30, 1943 a total of 4,199 plots had 
been established; 1,534 with 4 of a cuer- 
da each, 318 with 14 of a cuerda each, and 
2,347 with 1 cuerda each.” 

Most of the farms acquired for squat- 
ter settlements have been medium-sized 
farms, purchased from various types of 
operators, individual farmers, partner- 
ships, and corporations. These farms 
have been selected on the basis of their 
suitability for squatter settlements, taking 
into consideration principally their near- 
ness to sources of work, roads, schools, 
hospitals, and trading centers, and their 
suitability for food production. On June 
30, 1943, there was an unobligated bal- 
ance of $1,142,000 in the fund for squat- 
ter settlements. 

Under the program designed to redeem 
the lands held in farms in excess of 500 
acres, the Land Authority has purchased 
9,500 cuerdas of land belonging to Cen- 
tral Cambalache. The Authority has been 
taking possession of these lands gradually 
as harvesting operations have been fin- 
ished by the previous owners. The pro- 


” Official figures of the Puerto Rico Land Au- 
thority. 
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cess has now been completed and the deed 
of transfer of the lands to the Land Au- 
thority was signed on August 13, 1943. 

Central Cambalache was one of the de- 
fendant corporations which had been pro- 
ceeded against before the Supreme Court 
of Puerto Rico early in 1936 for holding 
lands in excess of 500 acres. This cor- 
poration expressed the desire to enter into 
voluntary agreement with the Land Au- 
thority for the disposal of its lands. The 
agreement was in the form of a “‘consent 
decree” approved by the Supreme Court 
of Puerto Rico under which the corpora- 
tion pledged itself to the sale of its excess 
lands to the Land Authority. The Au- 
thority paid $1,355,000 for the 9,500 
acres purchased, the price set by negotia- 
tion between appraisers for both parties. 
The present plan for the use of these lands 
is as follows: 


Use 


For proportional profit farms 

For individual small farms 

For squatter settlements 

For forest reserve 

To be ceded to other government 
agencies, or undetermined 


Cuerdas 


Other defendant corporations have al- 
ready signed ‘“‘consent decrees” with the 
Land Authority. The most important of 
these corporations is Russell and Com- 
pany, an affiliate of the South Puerto Rico 
Sugar Company, Inc., operators of the 
largest sugar mill in Puerto Rico, known 
as “Guanica Central.” Russell and Com- 
pany owns approximately 24,000 cuerdas. 
The Fajardo Sugar Growers’ Association 
and the Loiza Sugar Company—i.e., the 
agricultural corporations belonging to the 
Fajardo Sugar Company, one of the “big 
four” (mostly American-controlled sugar 
corporations )—are negotiating a “‘con- 
sent decree” with the Land Authority. 
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TasLe II. AREA PURCHASED AND FARMS 
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EsTABLISHED: BY NUMBER, RANGE IN SIZE 


AND IN CAPITAL INVESTMENT; ALL FARMS AND BY PROJECTS ON LANDS FoRMERLY BeE- 
LONGING TO SUGAR COMPANIES OR ALLIED INTERESTS. FARM SECURITY 
ADMINISTRATION IN Puerto Rico, JUNE 30, 1943 


(In Cuerdas) 








Farms Established 





Area 
Purchased 


Range in 
Capital 
Investment 


Range in 


Number , 
Size 








(cuerdas) 
17,763.87 
4,143.15 
2,286.92 
1,732.65 
1,985.81 


All farms 
San José 
Monserrate 


La Plata 





Victoria 





(dollars) 
1660-9136 
2217-6845 
2526-5363 
1893-7671 
4969-9136 


(cuerdas) 
17.4-142.0 
22.2- 69.5 
17.4-131.0 
20.6- 68.5 
21.6- 58.9 











The Fajardo group owns around 23,800 
cuerdas of land. Another smaller corpora- 
tion, the “Compania Azucarera del Toa,” 
owner of 6,865 cuerdas, has just signed 
an agreement. In all, to June 30, 1943, 
three corporations have agreed or are ne- 
gotiating to sell their holdings in excess 
of 500 acres to the Land Authority. In 
addition, Rubert Hermanos, Inc., owner 
of 12,188 cuerdas, is under receivership 


by order of the Insular Supreme Court. 
On June 30, 1943, the unobligated bal- 
ance of the Land Authority fund for the 
purchase of land held by large estates was 
$1,482,000. This sum is insufficient to 
buy the land from the corporations which 
have already entered into “consent de- 
crees.” It is apparent that, because of fi- 
nancial limitations, the Land Authority is 
committed to cautious, slow operations. 


Tasie III. Lanp Area ACQUIRED FOR DISTRIBUTION BY PuBLIC AGENCIES AND ONE 
PrIvaTE Project In Puerto Rico, JUNE 30, 1943 








AGENCY 


Government 


‘Area Acquired 
for 
Distribution 


Year 
Established 





Homestead Commission 

Puerto Rico Reconstruction 
Administration 

Farm Security Administration 

Land Authority 


Sub-total (public agencies) 


Private project 


Insular 


Federal 
Federal 
Insular 


(cuerdas) 
24,059.00 


44,275.62 
17,763.87 
16,726.20 


102,824.69 
5,466.00 








TOTAL 








108,290.69 
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Problems Ahead 


It is still too early to attempt an ap- 
praisal of the work of the Land Authority 
but it is only realistic to point out that 
the road ahead is neither easy nor safe. 
Many possible mistakes must be avoided 
if this worthwhile experiment is to really 
succeed. 

The successful operation of propor- 
tional profit farms will be the crucial test 
of the adequacy of the present Land Law 
and of the Land Authority. This is still 
the uncharted section of the road to full 
achievement. The proportional profit farm 
is an ingenious tenure form that deserves 
a trial under the most auspicious condi- 
tions. Its success will solve the problem 
of combining the efficiency of large-scale 
farming operations in sugar cane cultiva- 
tion with the desired diffusion of the prof- 
its among the large group of landless 
agricultural laborers who work the land. 

It must be made clear, however, that 
the proportional profit farm, as created by 
law, may run into serious difficulties. 
Compensation to the manager-lessee will 
depend on the realization of a net profit. 
In sugar cane cultivation, as in any other 
economic pursuit, losses are to be expected 
in certain years. Lessees of proportional 
profit farms will probably not remain on 
the farms as operators when confronted 
with a profitless year. A good manager 
will be able to forecast a loss long before 
the end of the harvesting season. In the 
writer’s judgment, this constitutes one of 
the most serious problems. But, of course, 
there are other difficulties that will have 
to be solved also, as for example: (a) the 
achievement of a sound financial set-up as 
to capitalization, indebtedness and amor- 
tization; (b) the maintenance of labor re- 
lations that will result in labor costs no 
higher than on private farms; and (c) the 
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development of an adequate yet not ex- 
pensive supervisory organization capable 
of controlling expenditures and rigidly 
auditing the lessees’ books. Above all, it 
will be necessary to select efficient and re- 
liable lessees to manage these farms ef- 
ficiently. 

The establishment of squatter settle- 
ments and the creation of individual self- 
sustaining farms should not offer serious 
difficulties. The principles essential to the 
successful operation of such programs are 
well known to a number of professional 
agronomists and economists in the Island, 
and there is considerable practical experi- 
ence in these fields. This, however, does 
not mean that even in these programs suc- 
cess is assured. Political considerations 
must not overrule the known, sound prin- 
ciples of successful operation. A watchful 
eye must be kept on the expenditures of 
the Authority lest excessive administra- 
tive costs discredit the agency in the eyes 
of the public and the legislators. One can- 
not overemphasize the importance of 
efficient and enthusiastic personnel with- 
out which the wisest of plans cannot be 
executed. 

The program of squatter settlements 
has great social implications. It tends to 
group into rural villages the now widely- 
scattered rural population of the Island. 
Such a clustering of the population may 
greatly simplify the problems of rendering 
it such essential social services as educa- 
tion, medical care, pure water, etc. On 
the other hand, unless the location of set- 
tlements is wisely planned, especially in 
relation to the sources of labor, many set- 
tlements will be partially abandoned. For 
these reasons a conscientious planning 
project for the location of these settle- 
ments, preferably on an island-wide scale, 
is immediately required. The Puerto Rico 
Planning Board has begun the prelimi- 
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nary studies on which such a plan must be 
based. 

It has been unfortunate that the initia- 
tion of the Land Authority coincided with 
the nation’s entrance into the war. The 
price of the land purchased bears an inti- 
mate relation to the future success of the 
operations of the individual and propor- 
tional profit farms created from it. It is 
hard to keep appraisal values down to the 
reasonable or “normal” levels under the 
present conditions of relative inflation. 
The war has also increased essential over- 
head expenses for inspection trips, ap- 
praisals, etc. The demands of the armed 
forces, coupled with those of emergency 
and other social agencies recently estab- 
lished in Puerto Rico, have made the 
problem of personnel even more difficult. 

The Land Authority, especially in its 
program for the liberation of lands held 
in corporate farms of over 500 acres, is 
committed to cautious and slow opera- 
tions. It must be so because of financial 
limitations and because of the complexi- 
ties and difficulties inherent in the task. 
With the realization of this fact, however, 
there is also a strong determination to 
carry on this land reform program which 
has been desired for so long. One of the 
most hopeful aspects of this picture is 
the sincere enthusiasm and faith of the 
Land Authority’s personnel. The latest 
reports of financiers who have inspected 
the six newly-established proportional 
profit farms on the Cambalache lands are 
very encouraging. 


Summary 


To date, land reform in Puerto Rico 
has affected a perceptible but not consid- 
erable area of farm land. The activities of 
all public land reform agencies, plus one 
privately sponsored project, have resulted 
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in the acquisition for distribution or in 
the supervised redistribution of about 
108,000 cuerdas (Table III). This area 
constitutes 5.7 per cent of the total area in 
farms reported by the 1940 Census. Of 
large sugar estates belonging to sugar 
companies or related interests, 35,000 
cuerdas have been included in the land re- 
form program. This constitutes 8.8 per 
cent of the estimated 400,000 cuerdas op- 
erated by sugar companies and related in- 
terests in 1934-35 before the programs 
affecting these landholders were started. 

Land reform commenced in Puerto 
Rico very modestly in 1921 with the es- 
tablishment of the Insular Homestead 
Commission. That agency purchased 
farms usually from private persons, in 
most cases located in interior areas of 
medium and low productivity, divided 
them into small farms and assigned them 
to agricultural laborers either on a rental 
basis or on the basis of gradual acquisi- 
tion through the amortization of the value 
of the farm. The Homestead Commission 
established 2,074 farms aggregating a to- 
tal of 24,000 cuerdas. 

The setting up of the Puerto Rico Re- 
construction Administration by the fed- 
eral government in 1935 gave a great im- 
petus to the land reform movement in the 
Island. To June 30, 1943, that agency 
had created 995 farms and 10,026 sub- 
sistence farms, redistributing a total area 
amounting to over 44,000 cuerdas. 

In 1938 the Farm Ownership Program, 
known as the Tenant Purchase Program, 
of the Farm Security Administration was 
extended to the Island. From then to the 
present that agency has created 491 farms, 
each capable of sustaining a family at a 
satisfactory level of living. The land area 
involved aggregates 17,800 cuerdas. 

At long last in 1941 the Insular Legis- 
lature enacted a forceful piece of legisla- 
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TABLE IV. AREA ACQUIRED FOR SMALL FarMs THROUGH PusBLic AGENCIES AND ONE 
PRIVATELY FINANCED ProyecT From SuGAR COMPANIES OR ALLIED INTERESTS, 
BY Proyects. Puerto Rico 








Year | 
Established | 


PrRoyECT 


Area 
Acquired 


Executing (or 
Sponsoring) Agency 





1936 
1939 
1940-41 
1941-42 
1941-42 
1942-43 
1943 


Lafayette 
Los Cafios 
San José 
Monserrate 
La Plata 
Victoria 
Cambalache 


Puerto Rico Reconstruction Administration 
Private bank 

Farm Security Administration 

Farm Security Administration 

Farm Security Administration 

Farm Security Administration 


Land Authority of Puerto Rico 


(cuerdas) 
10,040.96 


5,466.00 
4,143.15 
2,286.92 
1,732.65 
1,985.81 
9,513.20 








ToraL 





35,168.69 








tion which created a public instrumental- 
ity to carry out the long-desired enforce- 
ment and implementation of the prohibi- 
tion on corporations to operate land in 
excess of 500 acres imposed by the Con- 
gress of the United States. The enforce- 
ment of that limitation, which had existed 
and had been ignored and openly violated 
since 1900, became the principal aim of 
land reform in the Island. 

On lands acquired from the violators 
of the tenure limitation or from other 
sources, the Land Law authorizes the cre- 
ation of small farms from 5 to 25 cuerdas 
in size and proportional profit farms. The 
right of all landless workers with families 


to a piece of land from % to 3 cuerdas in’ 


size is proclaimed and to that end the Au- 
thority is empowered to create squatters’ 
settlements. To date, the Land Authority 
has acquired from various landowners 


7,200 cuerdas for squatters’ settlements. 
It has purchased 9,500 cuerdas formerly 
belonging to a corporation found guilty of 
violating the 500-acre land holding limi- 
tation. The Land Authority had con- 
cluded, to June 30, 1942, the creation and 
assignment of 4,199 squatters’ plots rang- 
ing in size from % to one acre. It is also 
organizing six proportional profit farms 
on the best lands purchased from the sug- 
ar corporations. The biggest problem 
confronting the Land Authority is the 
successful operation of proportional profit 
farms, a form of tenure having the char- 
acteristics of individual management and 
profit-sharing and designed to harmonize 
the need for efficient operation of fertile 
level lands by large-scale farming and a 
more equitable distribution of the net 
profits among the laborers working on 
those farms. 





A Pattern of Successful Property Tax Administration: 
The Wisconsin Experience - III. Local 
Assessment and Its Results 


by HAROLD M. GROVES* and A. BRISTOL GOODMAN** 


Introduction 


In two previous articles’ the system of 
state control of property tax administra- 
tion in Wisconsin has been considered. 
The phases of property tax administra- 
tion discussed therein constitute the 
state’s main claim to distinction in this 
field. These are the silver linings in the 
assessment cloud. This article will deal 
with the cloud itseli—as represented by 
the local assessor, the board of review and 
the local assessment product. The latter, 
of course, is influenced by state supervi- 
sion and equalization and thus is also a 
part of the silver lining. 


Development of Local 
Assessment 


Limitations of space forbid the presen- 
tation here of more than the most gen- 
eralized account of the development of 
local assessment institutions.” During a 
considerable part of the nineteenth cen- 
tury the state relied mainly on self-assess- 
ment in the listing of property and values 
for the property tax roll. This subjective 
source of information was not supported 
by objective evidence, as is true in large 


* Professor of Economics, University of Wiscon- 
sin. 

** Assistant Professor, Oklahoma A. & M. College. 

*This Journal, May, 1943, pp. 141-152, and Au- 
gust, 1943, pp. 300-315. 

*For a full account, see R. V. Phelan, Financial 
History of Wisconsin, University of Wisconsin Bul- 
letin 193, Economic and Political Science Series, 
Madison, 1906. 


degree of the modern income tax. Rather, 
the supports took the form of long and 
numerous oaths, possible action for per- 
jury, penalties, and, to a certain extent, 
the doomage power. For example, the 
law of 1849 provided that assessors were 
obliged to accept lists of properties made 
and sworn to by owners in case of per- 
sonal property, and verified by a free- 
holder in the case of real estate.* The 
assessor, apparently, was a collector of 
lists and an administrator of oaths. The 
law of 1868 provided that, if the taxpayer 
refused to furnish desired information or 
if the assessor believed the taxpayer had 
more property than was actually revealed, 
the assessor might estimate the total hold- 
ings of the latter and such information 
would be legal until full information was 
disclosed (doomage power ).* 

Although the subjective element in the 
assessment process was very much re- 
duced as time went on, the Wisconsin 
assessment system continued to work in- 
effectively. Evidence was abundant that 
wide inequality in assessments and whole- 
sale evasion were the rule.® As in other 
states, the assessment of intangibles was 
particularly troublesome and the state 
narrowly escaped an experience with tax 
“ferrets,” an institution employed in oth- 
er states under which the reporting of per- 
sonal property was farmed out, usually to 
professional tax inquisitors. The Milwau- 


* Wisconsin Revised Statutes, 1849, Chap. 15. 


*Laws of Wisconsin, 1868, Chap. 130. 
*See Phelan, op. cit., pp. 318-346. 
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kee City Council in 1911 employed an In- 
diana firm to list property on a commis- 
sion basis. Challenged in the courts as to 
its authority, the council took the issue to 


the legislature. While the tax-ferret issue - 


ir. Milwaukee was settled by the adoption 
of the income tax law and the exemption 
of money and credits from property taxa- 
tion, it did create the bitterness with 
which it has usually been associated. The 
ethics of tax collection, it was said, should 
at least have the support of administra- 
tion by public officials bound by oath to 
follow the law.® 

With the coming of the state tax com- 
mission at the turn of the century, impor- 
tant new adaptations in the assessment 
process developed rapidly. The load of 
the property tax administrator was light- 
ened considerably by the exemption of in- 
tangibles and other forms of personal 
property difficult to assess. Whether or 
not these changes, along with the inaugu- 
ration of the income and gasoline taxes, 
were at the expense of equity—as has 
been claimed—they certainly did operate 
to make the property tax more toler- 
able from the administrative standpoint. 
Steadily improving techniques of supervi- 
sion and equalization added their very 
important contribution to administrative 
feasibility. The judicial powers of the tax 
commission, particularly reassessment, al- 
so helped. All of these innovations served 
to remove some of the feeling that the 
property tax as an administrative under- 
taking was a hopeless task. 

However, the impression persisted that 
assessments would never be first-rate un- 
til they rested on a better foundation. Lit- 
erally hundreds of recommendations were 


‘Wisconsin Manufacturers’ Association, Wisconsin 
Should Not Introduce Non-Resident Tax Ferrets, 
pamphlet addressed to the members of the Wisconsin 
Legislature, 1911. 
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made for changes in assessment organiza- 
tion. These suggestions ranged all the 
way from slight modification to complete 
revolution of the assessment process. One 
of the strongest statements recommend- 
ing revolutionary changes was made by 
the tax commission in 1918: 


“The most serious defect in our tax system 
is the method of selecting the assessment 
force... . The only qualification required 
is the ability to get the necessary votes. 
While good assessors are often chosen in 
this way, it is in spite of the system rather 
than because of it. The normal result is a 
miscellaneous aggregation of untrained and 
ill-paid assessors of varying degrees of in- 
difference and incompetence. A uniform as- 
sessment from this source would be little 
less than a miracle and the age of miracles 
is gone, 

“The complete remedy for this situation 
undoubtedly would be a force of assessors 
appointed by the tax commission or other 
state agency under civil service rules, work- 
ing under the direction of and subject to re- 
moval by the appointing power. All admin- 
istrators and students of taxation agree in 
this view.” 

Resistance of the legislature to this and 
other similar suggestions was tradition- 
ally persistent. In 1918 Professor Lutz 
expressed the view that “it is useless now 
to talk of abandoning the principle of lo- 
cal assessment in Wisconsin,’® and in- 
stead placed his faith in the supervisors of 
assessment and the improvement of their 
work. The tax commission itself, after 
1925, followed the line recommended by 
Lutz. Writing in 1933, one of the present 
authors presented an optimistic view of 
this situation, as follows: 


“Tt has been urged at various times in this 
and other states that the assessment process 
should be centralized in the hands of a state 
assessor or the tax commission. Wisconsin 


* Wisconsin Tax Commission, Report, 1918, pp. 14. 
*H. L. Lutz, The State Tax Commission (Cam- 
bridge: Harvard University Press, 1918), p. 277. 
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has achieved a fine balance between central 
control through supervisors chosen under 
the civil service and local assessors re- 
sponsible and responsive to their electorates. 
This avoids the popular hostility and dis- 
trust which so often arises when the control 
is imposed from above and outside the local 
community. 

“Much has been written in support of the 
proposition that the politically chosen, part- 
time local assessor is to blame for the bad 
administration of the property tax; that it 
is too much to expect a good assessment as 
long as he is permitted to make it, and that 
as soon as he is replaced by a full-time 
civil servant with a larger territory all will 
be well. Experience in Wisconsin seems to 
show that even a politically-chosen, part- 
time assessor can do good work if given 
the opportunity, and it seems more than 
probable that the changes in assessment ma- 
chinery which have been commonly recom- 
mended would prove no panacea. There is 
plenty of bad property tax administration 
in Wisconsin. ... But there is also a large 
amount of very creditable work done—es- 
pecially considering what the state has been 
willing to pay for it. It is not necessary to 
wait for a revolution in the machinery of 
assessment in order to improve the quality 
of property tax administration.’® 


Notwithstanding the above expression 
of opinion (which is still entertained by 
the authors), local assessment machinery 
in Wisconsin does have many limitations. 
Fortunately, most of them could be re- 
moved within the present framework of 
intergovernmental relations. Some at- 
tention will now be given to the nature of 
local assessment machinery with sugges- 
tions for its improvement. 


Local Assessment 


The Assessor. Assessment of real and 
personal property is extremely decentral- 
ized in Wisconsin. Of the 1,786 assess- 


°H. M. Groves, Property Tax Institutions in Wis- 
consin, National Tax Association Bulletin, December, 
1933, p. 77. 
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ment districts in the state in 1939, 1,279 
were towns (the Wisconsin equivalent of 
townships in other mid-western states), 
.362 were incorporated villages, and 145 
were incorporated cities. All except 26 of 
the assessors in these primary assessment 
districts were elected to office. With the 
exception of appointed assessors and the 
assessors in Milwaukee and Dane Coun- 
ty, the terms of all these officials were for 
only one year.’® 

In 1939 it was found that the usual 
town or village assessor had 6 or 7 years 
of assessing experience. Experience of 
city assessors, especially in the larger 
cities, was somewhat longer. Approxi- 
mately 13 per cent of town and 17.9 per 
cent of village assessors had had no pre- 
vious assessing experience. Median age 
of town assessors was 49, of city assessors 
61, and of village assessors 58 years. 
However, the figures on averages for 
cities concealed significant variations. 
Cities large enough to employ full-time 
assessors generally had younger men 
filling these positions. Municipalities 
with part-time assessors—particularly the 
smaller cities and villages—frequently had 
much older assessors. 

Salaries of assessors, with few excep- 
tions, tended to vary roughly with the 
size of the assessment district, the higher 
salaries being paid in the larger districts 
and the lower ones in the smaller assess- 
ment districts. This was true in cities as 
well as in towns and villages. Village as- 
sessors received an annual average salary 
of $92, as compared with $185 for town 
assessors. The difference was caused 
mainly by the fact that the village assess- 
ing season was about one-half that of 


This and subsequent information concerning 
Wisconsin assessors is based on a field study of 185 
city, 95 village, and 275 town assessors made by the 
authors in 1939. 
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towns. Using the sample study as a basis 
for the estimate, it appears that the 1,279 
town assessors in the state are paid ap- 
proximately one-quarter of a million dol- 
lars each year. 

Concerning the matter of pay for as- 
essors, one of the supervisors made the 
following remarks: 


“We desire to call your particular attention 
to the salary you have been paying your 
assessor, and ask you to compare it with 
that paid by other districts in the county. 
We believe it to be false economy to pay an 
assessor such a small sum that he is forced 
to neglect the job of assessing and resort to 
copying the roll. When districts realize that 
they get only the kind of job they pay for, 
they will agree that of all officials, the as- 
sessor is usually paid the least. His is, by 
far, the most important and the most thank- 
less task in the entire field of government. 
... Don’t be misled into letting out the job 
to the lowest bidder. He is often the most 
expensive man that you can hire. 


The position of assessor in Wisconsin 
involves no special statutory qualifica- 
tions. As in most other states, not a word 
is said concerning training, ability, intelli- 
gence, or other qualifications. Eligibility 
requirements for office have to do only 
with state and federal citizenship, and 
residence in the district. Ability to get, 
not to do, the job appears to be the prime 
requisite. 

In 1941 the city of New London, with 
a population of 4,825, adopted an ordi- 
nance requiring that the assessor be ap- 
pointed on a merit system basis. The ordi- 
nance provided for the establishment of 
an examining committee consisting of 
three persons. Two of the members were 
to be assessors from two other Wisconsin 
cities and the third was to be a member of 
the New London city council. This com- 


1 Aldro Jenks, “Assessors’ News Letter,” National 
Association of Assessing Officers, December, 1939, 
p. 92. 
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mittee was required to make an examina- 
tion of candidates for the office of as- 
sessor and to certify the three highest 
names to the mayor. From this list the 
mayor was authorized to appoint an as- 
sessor for an indefinite term subject to the 
confirmation of the common council. A 
similar innovation was inaugurated in 
Reedsburg. These innovations may mark 
the beginning of a new attack on the prob- 
lem of assessing personnel. 

As a part of a field survey (1939) of 
assessment personnel, each supervisor of 
assessments was asked to give his opinion 
of the quality of urban assessment per- 
sonnel in his district (Table I). These 
men could not be expected, of course, to 
have exactly the same scale of rating. 
Nevertheless, they were all competent 
judges and well acquainted with the men 
rated. The supervisor was asked to rate 
the assessor on the basis of his coopera- 
tion, his ability to do a good job, the 
quality of his assessment, the adequacy of 
his records, his knowledge of property 
values, and so on. 

Most significant of the information thus 
gathered is that the incompetent assessors 
were limited to cities of the fourth class, 
that is, cities under 10,000 population; 
also, all the incompetent assessors were 
part-time assessors. Only two of the first-, 
second-, and third-class cities had asses- 
sors rated as poor, while 33 of the 125 
assessors of fourth-class cities (those with 
part-time assessors) received this rating. 
Likewise, more than a third of the full- 
time assessors were rated excellent; 
whereas, less than 5 per cent of the as- 
sessors of fourth-class cities were given 
this rating. 

The statutes provide an elaborate pro- 
cedure for the removal of assessors in the 
circuit court but there are few cases where 
assessors have been removed from office 
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for official misconduct, malfeasance in of- 
fice, or neglect of duty. According to the 
Tax Commission, in Wisconsin “the re- 
moval of the assessor by the circuit judge, 
provided by law, has been found to be 
unworkable.”’” 

The infrequent use of the removal 

power apparently is not restricted to Wis- 
consin. For example, in Texas the oper- 
ation of the removal process has been de- 
scribed as follows: 
“There is hardly an assessor in the state 
(Texas) who is not guilty of a violation of 
the letter and intent of the law; yet none are 
ousted, although they may fail to list much 
of the property in the city. It is far more 
probable that a man would be ousted for 
misappropriating $10 of the taxes collected 
than for failure to place a million dollars’ 
worth of property on the assessment 
rolls,”’28 

The field study of local assessment ad- 
ministration conducted by the present au- 
thors also shed considerable light on the 


collateral occupations of part-time asses- 


12 Wisconsin Tax Commission, Manual for Super- 
visors of Assessments, 1931, p. 18. 

1M. G. Toepel, The Assessment of Property for 
Ad Valorem Tax Purposes in Texas Cities (Austin, 
Texas: University of Texas, Bureau of Research in 
the Social Sciences, 1939), p. 66. 


sors. As expected, almost all the town 
assessors indicated that their major occu- 
pation was farming. Even though there 
is often considerable residential property 
in a town, its government is usually con- 
trolled by farmers. 


More provocative of speculation was 
the information secured on the collateral 
occupation of urban assessors (Table II), 
A very broad range of human activities 
is covered. The city assessor may be your 
janitor, painter, plumber, or grocer. Quite 
possibly he may be the real estate agent 
who has been dogging your footsteps, or 
perhaps the insurance agent in whose face 
you slammed the door yesterday. He may 
be your carpenter, your tailor, your shoe 
clerk, your photographer; and if you go 
out evenings, he may be your tavern keep- 
er, your movie theater manager, or he 
may sell those slot machines on which you 
consistently lose money. And when you 
are gone, he may take charge of your fu- 
neral, sell your relatives a monument to 
remember you by, and cut the grass over 
your grave. All these occupations and 
many more were represented by assessors 
in Wisconsin cities in 1939. 


TasLe I. Erricrency or 135 Wisconsin UrsBAN Assessors AS RATED 
BY SUPERVISORS OF ASSESSMENT, 1939 








SIZE OF Total No. 


Number of Assessors with Rating of: 





MUNICIPALITY Assessors Excellent 


Good Fair Poor Incompetent 





Over 150,000 1 
39,000-150,000 88 
10,000-39,000 18 
5,000-10,000 23> 
2,000-5,000 49 
Under 2,000 53 
Villages over 1,000 328 


3 
7 
3 
10 
19 
12 














Total Municipalities 184¢ 


54 























® Kenosha has 2 assessors. 
» Antigo and Menasha have 2 assessors each. 
© One not reported. 
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Taste II. OccuPaTIONs OF WISCONSIN RURAL AND URBAN Assessors, 1939* 








Villages (over 1,000) and 
Fourth-Class Cities (under 2,000) 


Fourth-Class Cities 
(2,000-10,000) 





_ 


9 real estate and/or 
insurance agents 

9 laborers 

5 carpenters 

3 printers 

2 mechanics 

2 salesmen 

1 bowling alley 
operator 

11 retired farmers 

theater manager 

blacksmith 

building contractor 

paving-block cutter 

chemist 

tailor 

photographer 

paper trimmer 

merchant 

undertaker 

business man 

watch repairman 


clerk 

water system supt. 

railway engineer 

painter 

secretary 

civil engineer 

grocer 

plumber 

janitor 

stone-mason 

retired auditor 

retired laborer 

retired railway worker 

retired railway 
worker 

retired lumberman 

retired field man 

relief client 

unemployed 

“retired” 

“none” 

not given 


Pht ek kk pak pak pak et tt pt 


alll ee 


STO De ee 











plasterer 

park caretaker 

service station operator 
building contractor 
veterinarian 

produce man 

tavern keeper 

janitors cattle buyer 

painters printer 


assessors 1 
1 
1 
1 
1 
1 
1 
1 
1 
retired merchants 1 shoe clerk 
1 
1 
1 
1 
1 
1 
1 
1 
1 
6 


real estate and)/or 
insurance agents 
salesmen 
carpenters 
accountants 
garagemen 


retired teacher cement contractor 
retired farmer abstracter 

retired funeral director timber cruiser 
retired grain dealer jeweller 

retired banker lumbermill worker 
retired newspaper man unemployed 
retired merchant “heavy drinker” 
retired butcher “retired” 

retired manufacturer “none” 

cemetery sexton not given 
bookkeeper 





* First-, second- and third-class cities (population over 10.000) iad full-time assessors. 


In the second place, the collateral occu- 
pations of part-time urban assessors indi- 
cate that a large number of them—espe- 
cially those in the smaller cities and vil- 
lages—have retired from active life and 
apparently have taken on assessing as 
something to keep them busy in their 
spare time. Nearly one-fourth of the as- 
sessors in cities under 2,000 population 
have retired from active life except during 
the annual assessment season. Probably 
this factor alone largely accounts for the 
difference in ages of urban, as compared 
with town, assessors. 

In the third place, when the occupa- 
tions of these urban assessors are com- 
pared with those of town assessors in the 
light of the property to be assessed by 
both, it is clear that the urban assessor is 
much less likely to be acquainted person- 
ally with the types of property he must 
assess than is the town assessor. In this 


respect, the city assessor has the much 
more difficult task. Most difficult of all is 
the task of the supervisor who is expected 
to be acquainted with all types of prop- 
erty. The manual for supervisors of as- 
sessments sounded a warning on this mat- 
ter in its observation that no one is in a 
more “humiliating position than the su- 
pervisor of assessments who doesn’t know 
buckwheat from barley, Poland Chinas 
from Percherons. There is nothing which 
will undermine more quickly the confi- 
dence which the assessor must have in the 
supervisor than to have him reveal his ig- 
norance of any one of the great and varied 
field of articles which compose the per- 
sonal property of the towns, villages, and 
cities of the district in which he works.”"* 

As previously suggested, much could be 
done to improve the local assessment 


4 Wisconsin Tax Commission, Manual for Super- 
visors of Assessments, 1931, p. 22. 





424 


without radical changes. Terms of office 
could be lengthened to at least two years 
and, preferably, to four years. Assessors 
could be more adequately compensated. 
More city assessors could be chosen by 
appointment. Assessment of real estate 
once every two years would probably be 
preferable to the present annual assess- 
ment and this does not contradict the fact 
that assessment should be a continuous 
process. If there is to be an assessment 
season, it should be longer—at least in 
many places. As to the smallness of as- 
sessment jurisdictions, there are some 
possibilities of consolidating poorer and 
smaller towns ; the population requirement 
for the incorporation of villages could be 
raised; and some experimentation with 
the joint performance of the assessment 
function with other districts might be 
tried. Establishment of consolidated mu- 
nicipal offices in the smaller cities and vil- 
lages can also be encouraged. If local gov- 
ernment is to hold its own in the post-war 
era, it will need new vigor and fresh 
thinking. 


The Board of Review 


Completion of the assessment roll by 
the town, village or city assessor is not 
always the final proceeding in the deter- 
mination of the assessments of individual 
parcels of real and personal property. The 
taxpayer may protest his assessments. 
Due process of law requires that every 
taxpayer be given the right to a hearing 
before the tax becomes fixed irrevocably. 
In Wisconsin this function is performed 
by the local board of review, by the de- 
partment of taxation, and by the courts. 
Only the first of these agencies will be 
considered here. 

The terms “review” and “equalization” 
are used interchangeably by many writers 
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in the field of taxation. Doubtlessly, one 
reason for the lack of clarification of these 
terms arises from the fact that in some 
parts of the United States the two powers 
are vested in the same body. To add furth- 
er to the confusion, these bodies are fre- 
quently called “boards of review and 
equalization.” 

In Wisconsin, however, the review 
function is quite distinct. Each Wiscon- 
sin county is divided into town, village 
and city assessment districts; and each of 
these has its own board of review. The 
function of changing individual assess- 
ments is performed by that body. Strictly 
speaking, Wisconsin does not provide for 
the change of the assessments of all prop- 
erty, or of certain classes of property, by 
percentage increases or decreases (defined 
as equalization and often referred to as 
involving en masse changes). The same 
objective, however, is accomplished in a 
somewhat different manner.” It is sut- 
ficient to say here that normally the last 
changes in individual assessments are 
made by the town, village or city board of 
review. Centrally-levied taxes are equal- 
ized by a process which affects only the 
tax rate. 

Local review is performed mainly by 
ex officio boards composed of various of- 
ficers of each town, village or city. In each 
taxation district one member must be 
(according to statute) either the mayor, 
the village president, or the town chair- 
man; in all cases, the clerk of the respec- 
tive taxation district also is a member. In 
towns, other members of the board of re- 
view are the two town supervisors (some- 
times referred to as the “side” supervis- 
crs). In cities and villages there must be 
at least one other officer on the board, but 
there is no limit to the size of the board 


*° See second article in series, this Journal, August, 


1943, pp. 300-315. 
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except with respect to the number of mu- 
nicipal officers."® Other members of city 
and village boards of review consist of 
such officer or officers other than the as- 
sessor as their governing boards shall de- 
termine by ordinance. 

Until 1941 there was only one excep- 
tion to the above. In the City of Milwau- 
kee there were five members on the board 
of review, none of whom occupied public 
office or was publicly employed. Mem- 
bers were appointed by the mayor with 
the approval of the common council and 
held office for five years. The 1941 legis- 
lature authorized all second-, third-, and 
fourth-class cities to follow the Milwaukee 
plan.’? 

Field study indicates that there is sub- 
stantial variation in both the size and the 
functioning of the boards of review (some 
of it not authorized by statute), the man- 
datory character of which is not entirely 
clear. The mean and the median (urban 
board) were composed of three members ; 
but the range (in one-third of the cities 
studied) was from three to nine—mayor, 
clerk, and seven aldermen in Manitowoc. 
In spite of the fact that the attorney gen- 
eral had ruled that officials could not be 
paid more than three dollars a day for 
services to the board, some cities paid $4 
and $5. In two-thirds of the cities studied, 
members of the governing council were 
represented on the board. In 4 cities, as- 
sessors were members of the board; in 3, 
county supervisors; in 4, city treasurer or 
comptroller ; in 4, city attorney; and engi- 
neer and municipal judge in one each. 

The legal board of review in Wisconsin 
is a quasi-judicial body and not an assess- 
ing agency. Its duties include the correc- 
tion of errors in the descriptions of prop- 
erty, the assessing of omitted property, 


%* Wisconsin Statutes, 1941, 70.46 (1). 
7 Laws of Wisconsin, 1941, Chap. 92. 
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and the receiving and adjudication of 
complaints of taxpayers. Changes in as- 
sessments are limited to individual prop- 
erties; the board has no power to make 
en masse changes. The most important 
limitations imposed on the board are that: 
(1) changes in individual assessments can 
be made only upon oral sworn testimony 
committed to writing by the clerk of the 
board; (2) individual assessments can be 
increased by the board only on condition 
that notice is served on the taxpayer in 
time for him to appear before the board; 
(3) individual assessments can be in- 
creased only upon proper evidence, the 
original assessment being considered pre- 
sumptive evidence of the full value of the 
property; and (4) the board cannot 
disregard unimpeached evidence which 
shows that the assessor’s figures are in- 
correct. The courts will not interfere with 
the action of the board where sufficient 
evidence to sustain the board’s judgment 
has been recorded and no substantial in- 
justice was caused by the failure of the 
board to comply with the exact letter of 
the law. Wisconsin courts do not now 
substitute their judgment of values for 
either that of the assessor or that of the 
board of review. 

If local boards of review were more 
careful in following the letter—as well as 
the spirit—of the law, assessment proce- 
dure would be strengthened considerably ; 
less necessary interference by the courts 
would be required; and the assessor’s po- 
sition would be measurably improved. 
Field study also revealed that boards of 
review have a considerable number of ad- 
ministrative problems. In the first place, 
boards of review generally have inade- 
quate knowledge of property values. One 
village clerk remarked, “If somebody can 
cry and complain enough, his valuation is 
reduced or not raised enough.” 
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In the second place, board members 
were notoriously ignorant not only of the 
proper procedure for conducting boards 
of review but also of the nature of the 
review function. Many members reported 
that swearing of complaining witnesses 
was not necessary and therefore was not 
required in their districts. Others held 
that their powers were fully as extensive 
as that of the assessors and that their 
judgment might be substituted for that of 
the assessor. Still others indicated that 
their particular district customarily ad- 
justed property values on an en masse 
basis. One town clerk summarized the 
situation as follows: 


“The greatest handicap with the board of 
review is the average layman’s professed 
contempt for ‘red tape’ and the failure of 
the board to realize it is a court and not a 
town board. The greatest source of trouble 
is the feeling that the board is a super- 
assessor and that it has power to change the 
assessor’s figures automatically.” 


The recording of testimony by the clerk 
was often found to be entirely inadequate 
and, in many cases, non-existent. 

In the third place, there was a notice- 
able tendency for the board of review to 
“play politics.” Because of their ex officio 
elective status, boards of review were 
prone to make changes with one eye on 
the election of the following year. Coupled 
with this tendency was a “lack of disposi- 
tion to alienate themselves from personal 
friendships.” 

In the fourth place, the board of re- 
view—especially the one in smaller taxa- 
tion districts—was reluctant to require 
oral, sworn testimony before making 
changes in assessments. Board members 
hesitated to place neighbors on the stand 
and to swear them in as witnesses. Tax- 
payers, too, did not like the idea of swear- 
ing to testimony. As one clerk expressed 
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it, “witnesses do not want to swear to 
testimony but still insist on changes, just 
the same.” In the larger cities the more 
impersonal character of the board mini- 
mized this problem. 

Finally, the time available for complet- 
ing the review of local assessments was 
not always adequate. Almost without ex- 
ception the protested assessments were 
those for which the property owner be- 
lieved his assessment was too high, not 
too low. Where particular properties ap- 
peared to be under-assessed, the board 
could subpoena witnesses to testify on the 
assessment. If it then decided the assess- 
ment ought to be raised, it was required 
to notify the property owner in time for 
him to appear before the reviewing agen- 
cy. This took time and, unless the assess- 
ments were greatly out of line, the board 
members (especially in towns) were 
prone to let the assessments pass so they 
could get back to their farm work. 


Considerable complaint was raised by 
city and village clerks against the asses- 
sor’s serving on the board of review. The 
report of one city clerk summarizes this 
complaint in the following words: 


“Our conditions will be much better when 
the assessor is replaced by the city attorney 
on the board. As our set-up has been, with 
the assessor as a member, the board of re- 
view is always at a disadvantage because 
the property was assessed by the assessor 
and naturally he is sure his assessment is 
just and so when a complaint comes in, there 
is always one vote for the assessment as 
shown on the assessment rolls. Therefore, 
we figure by having the assessor present at 
the meeting, yet having no vote on the mat- 
ter, adjustments can be made by three mem- 
bers who are fully divorced from the original 
assessment.” 


Turning now to recommendations with 
regard to the board of review, it appears 
probable that these boards are too large 
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in many cities and villages. A board of 
three seems to be quite sufficient. Because 
of the necessity of maintaining adequate, 
permanent records to take care of cases 
where the decisions of the board are ap- 
pealed, the clerk of the town, village or 
city should be a member. There is also 
an important advantage in extending 
membership to the city attorney or, in 
villages, to some village officer who is ac- 
quainted with legal procedure. Because of 
the strict legal procedure required of the 
board by the Wisconsin courts and be- 
cause the board acts in a quasi-judicial 
capacity, one member at least should be 
familiar with the more common rules of 
evidence and should be able to cross- 
examine witnesses. The city engineer 
would also be valuable on the board and, 
if he is included, the city attorney might 
be required to attend all sessions of the 
board and to do the cross-examining 
without being a member. If the board is 
to be made of more than three, a repre- 


sentative from the city council and from 
the city’s representation on the county 


board would be advisable. This would 
serve the function of maintaining contact 
between the interested legislative bodies 
and the administration of the principal lo- 
cal revenue source. There are fairly ob- 
vious and quite cogent reasons why the 
assessor should not be a member. 


Consideration might well be given to 
the Milwaukee plan of a board of review 
which consists of five residents of the city, 
1one of whom occupies any public office 
or is publicly employed. This plan, now 
available to all cities, gets away from the 
disadvantages of the ex officio board pre- 
viously discussed. Members can be se- 
lected and appointed for their knowledge 
of property values rather than for their 
sense of political values. There seems to 
be no good reason why the plan could not 
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also be made available to villages and even 
to towns eventually. 

It is argued that although the board of 
review should not act as an assessor, it 
should have the power to so do, a power 
that would be used conservatively and 
only to correct an obviously bad assess- 
ment. On the other hand, it is important 
not to divide the responsibility for the 
original assessment. Probably the present 
power in Wisconsin—that of summoning 
witnesses, taking testimony, and making 
such changes in the assessment roll as the 
evidence warrants—is adequate. 


There should be two, and only two, 
levels of review. At the present time, ap- 
peals from property values determined by 
the board of review can be made either by 
application to the department of taxation 
for revaluation of specific items of proper- 
ty or by an appeal to the courts. It would 
be more sound procedure to require that 
appeals must be either to the department 
of taxation or to the board of tax appeals 
before recourse is had to the courts. By 
the provision of somewhat more formal 
hearings before a competent state agency, 
due process of law could be assured to 
taxpayers. The present stringent require- 
ments on local board-of-review procedure, 
such as the detailed recording of all tes- 
timony and evidence, could then be re- 
laxed considerably. 

In conclusion, it may be stated that the 
board of review is a typical case of a very 
high degree of local autonomy. It is also 
a case of considerable neglect by those in- 
terested in efficient property tax adminis- 
tration. This situation has afforded ex- 
perimentation but it has also produced 
considerable inefficient performance and 
the defeat of legitimate rights. The Wis- 
consin board does have the great merit 
that it leaves the responsibility for local 
assessment largely undivided. But even 
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without changing long-established laws 
and tradition, improvement is attainable 
and long over-due. 


Results of Local Assessment: 
The Product 


Attention is now turned to an analysis 
of the effectiveness of property tax admin- 
istration in terms of the end-product.’* 
Unusual methods of central assessment in 
Wisconsin add considerably to the diffi- 
culties of testing the quality of local as- 
sessments. As was shown in the preceding 
article of this series,” part of the inequali- 
ties are evident in assessments and part in 
tax rates. Statistical measures (designed 
to test assessment inequalities in states 
which equalize centrally-levied taxes by 
mass changes in local assessments) are 
not applicable to states which equalize 
centrally-levied tax rates by varying them. 
In order words, with perfect equalization 
only inequalities within—and not between 
-—assessment districts are important in 
Wisconsin. It would be incorrect, as well 
as misleading, to obtain sample data from 
several taxation districts in a county and 
then to calculate one assessment ratio and 
a measure of deviation for the county. 
To do so would be to disregard entirely 
the system of equalization and central as- 
sessment under which differences in aver- 
age local assessment ratios are compen- 
sated for in the allocation of the county 
and the state property tax levies.” 


* Because approximately nine-tenths of the gen- 
eral property tax base consists of real estate, and 
because of the limited resources of the authors, the 
qualitative study of local assessments was restricted 
to real estate. 

* This Journal, May, 1943, pp. 141-152. 

The unusual method of equalization was taken 
into account by making a great number of ratio 
and deviation studies, each confined to parcels lo- 
cated in one taxation district. These were aggregated 
by the preparation of an unweighted arithmetic 
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Ratio of Assessment to Full Value. Re- 
sults of the sample study of assessments 
of 7,569 parcels of real estate located in 
279 taxation districts indicate that Wis- 
consin assessors as a whole are only 
slightly undershooting the statutory stand- 
ard of full value assessments. For all 
property covered by the study, the aver- 
age assessment ratio was 92.4 per cent on 
a number basis and 88.3 per cent on a 
value basis.” Differences in the two ratios 


mean oi each index used. In the district studies it 


was feasible to weight assessment ratios by value 
and this procedure does have some advantages. But, 
in the main, no such weighting was used. Assess- 
ments might be compared with sales or with ap- 
praisals. Because of the scarcity of usable sales and 
the (at least) equal dependability of supervisors’ 
appraisals, both usable sales and appraisals were 
used. Sample studies were made of at least one 
class of property in 43 cities (30 per cent of the 
incorporated cities), 61 villages (17 per cent of in- 
corporated villages), and 175 towns (14 per cent of 
the towns). A wide geographical spread of dis- 
tricts was secured. 

In brief, individual assessment ratios were calcu- 
lated for each parcel of property. These ratios were 
then averaged for each parcel group to obtain an 
average assessment ratio on a number basis, and 
deviations of each parcel ratio from the average 
assessment ratio were totaled and divided by the 
number of parcels in the group. The resulting aver- 
age deviation was then converted to a coefficient of 
dispersion. And finally, average assessment ratios 
were also calculated on a value basis in an attempt 
to detect regressivity in assessments. From then on, 
the problem was one of aggregating and calculating 
averages representative of assessment conditions in 
towns, villages and cities. These were obtained by 
calculating unweighted arithmetical averages of each 
index used. 

An average deviation in one district cannot be 
compared readily with that of another until both 
have been converted to comparable bases. This con- 
version is accomplished by dividing the average de- 
viation by the average assessment ratio from which 
it was measured. The resultant is termed the co- 
efficient of dispersion. For a more detailed account 
of the statistical techniques employed in this study. 
see: A. Bristol Goodman, Assessment Administration 
in Wisconsin, Doctoral Dissertation, University of 
Wisconsin, 1942 (unpublished). 

*t With a ratio calculated on a number basis, each 
property studied carries a weight of one; when cal- 
culated on a value basis, each dollar of property 
carries a value of one. 
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indicate regression in assessments, as will 
be shown later. 

Assessments in towns were nearest to 
full value while those in villages were 
about half-way between the average ratio 
of towns and the somewhat lower ratio of 
cities. This difference was the same 
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ratios were classified according to the type 
of real estate included in each sample 
study. The classification used was the 
same as required of Wisconsin assessors. 
and included both land and improvements. 
Resulting average assessment ratios by 
classes of property were as follows: 











Classes of Property 
Residential (90 taxation districts) 
Mercantile (34 taxation districts) 
Manufacturing (3 taxation districts) 
Agricultural (61 taxation districts) 


Swamp, Cut-over, Waste (8 taxation districts) 
Unclassified D, E, and F, Timber (76 taxation districts) 101.3 


Value basis 
84.1% 
81.3 
51.0 
89.6 

118.7 
94.4 


Number basis 
87.2% 
83.9 
61.4 
91.0 

118.5 





whether measured on a number or a value 
basis. Average assessment ratios were as 
follows : 








Value Basis 
91.6% 
86.5 
78.2 


88.3% 


Number Basis 
95.9% 
89.0 
82.9 


92.4% 


175 towns 
61 villages 
43 cities 


TOTAL 





However, these figures conceal very wide 
differences in assessment levels from one 
taxation district to another. The lowest 
ratio of assessment was 44.8 per cent for 
a town in Waukesha County while the 
highest was 247.6 per cent for a town in 
Clark County. The range in average as- 
sessment ratios was not nearly so large 
for villages and cities. The range of 60 
to 130 per cent covered all but 5 of the 
villages and cities and all but 14 of the 
towns. The figures do not in themselves 
indicate any inequity in assessments but 
they do establish the necessity of an effec- 
tive equalization (proper apportionment 
of county and state taxes). 

In order to shed more light on differ- 
ences in average assessment ratios, these 


2 Only summary information concerning this and 
some other phases of the study can be presented 
here. For a fuller presentation, see Goodman, op. 
cit. 


As was expected, the lowest assessment 
ratio was for manufacturing property. 
Although the sample of this class of prop- 
erty was too small to reflect assessment 
conditions of manufacturing property gen- 
erally, the results obtained confirmed ob- 
servations of other students as to the 
under-assessment of manufacturing prop- 
erty. The migratory character of this form 
of wealth, the propensity of many muni- 
Cipalities to extend inducements to indus- 
try, and the intimidation of assessors by 
the great size of factories and their values 
account mainly for this well-known ten- 
dency. The data on swamp, cut-over and 
waste land (again a small sample) also 
confirm a general impression. The ex- 
planation in this case involves absentee 
ownership, a lag in adjustment from high- 
er values, and other factors. 

Inequalities in Individual Assessment. 
The crux of the problem of assessment 
for the individual property owner is the 
degree to which his property is assessed 
according to the standards of the assess- 
ment district in which the property is lo- 
cated. Average assessment ratios are im- 
portant in judging assessment conditions, 
yet they cannot reveal existing inequali- 
ties in individual assessments. The aver- 
age deviation of assessments is designed 
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to provide this information and it indi- 
cates the average degree to which indi- 
vidual assessment ratios vary from the 
average assessment ratio of the taxation 
district. The coefficient of dispersion, de- 
rived from the average deviation of as- 
sessments, permits comparison of this in- 
dex among districts. 

Results of the sample study of inequali- 
ties in unequalized”* individual assess- 
ments as measured by the coefficient of 
dispersion indicate that Wisconsin assess- 
ors generally are none too accurate. As- 
sessors for the state as a whole failed to 
hit within the 10 per cent “zone of toler- 
ance” allowed assessors by students of the 
problem. Exceptions in the case of indi- 
vidual assessors were all too few. The 
average coefficient of dispersion for 279 
taxation districts was 16.1 per cent. By 
classes of taxation districts, it was as fol- 
lows: 175 towns, 15.8%; 61 villages, 
15.3%; and 43 cities, 18.2%. 

Differences in the above coefficients of 
dispersion are of little significance. Al- 
though the coefficient of dispersion is 
slightly higher for cities than for towns 
and villages, that difference more than 
disappears when the three cities with the 
highest coefficients of dispersion are elim- 
inated from consideration. When adjusted 
in this manner, the revised coefficient of 
dispersion for cities is 14.0 per cent. 

Results of the study of inequalities in 
individual assessments by towns, villages 
and cities is summarized in Table III. On 
the one hand, coefficients of dispersion in 
94 taxation districts (% of the taxation 
districts studied) were within 10 per cent 
of the full value standard of assessment. 
Towns dominated this group, there being 
71 towns within the 10 per cent zone. On 


* Unequalized because equalization in Wisconsin is 
reflected only by varying centrally-levied tax rates, 
not by changing individual assessments. 
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the other hand, there were a total of 33 
taxation districts in which the coefficient 
of dispersion was from 25 to 70 per cent. 
Again, towns dominated this group but, 
judged by the size of the sample, the same 
proportion of each type of taxation dis- 
trict was in this high group. The low co- 
efficients of the towns offset the high ones 
with the result that the average for all 
towns was no higher than that for all tax- 
ation districts. In other words, although a 
larger proportion of towns and villages 
were assessed within the zone of tolerance, 
the greatest variation was among towns 
(followed by villages). The net result was 
a smaller average coefficient than in cities. 

Dominance of agricultural property in 
towns undoubtedly accounts for the com- 
paratively lower average coefficient of va- 
riation in these units. On the other hand, 
the location of manufacturing property in 
cities tends to lift the average coefficient 
of variation of cities above that of towns 
and villages. 

Before condemning the results of as- 
sessment administration too uncondition- 
ally, the reader should bear in mind two 
factors. The first is that in the measure- 
ment of assessment deviations the norm 
itself is not an absolute but is based on 
human judgment and subject to some de- 
gree of error. This is true whether as- 
sessments are compared with appraisals 
or with sales. Two of the most competent 
judges of value that could be obtained 
anywhere would not agree by a consider- 
able margin on individual valuations. 
There is no absolute truth with which as- 
sessments can be compared. 

The second factor is that the coefficients 
of dispersion found here compare quite 
favorably with those found in other states. 
Studies in other states cannot be reviewed 
in detail here but it can be observed that 
a coefficient of 20 per cent is relatively 
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Tase III. Summary: AVERAGE COEFFICIENTS OF DISPERSION (NUMBER BasIs) 
oF 279 WIsconsIN TowNs, VILLAGES AND Cities, 1939 








1 
COEFFICIENT OF 


Number of Taxation Districts 





DIsPERSION (per cent) 


Cities 





O- 5 

5-10 
10-15 
15-20 
20-25 
25-30 
30-35 
35-40 
40-45 
45-50 
50-55 
55-60 
60-65 
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Average coefficient 


of dispersion 15.8% 
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15.3% 18.2% 16.19% 











very low. In 1927 the coefficient of dis- 

persion in Illinois was 51.6 per cent.” 
Regression in Assessments. Two tests 

were made in the present study to deter- 


mine whether parcels of real estate of 
small value were assessed at a higher level 
than those of large value. The opinion is 
widely held that property tax assessment 
procedures result in regressive assess- 
ments. | 

The first test consisted of comparing 


See Herbert D. Simpson, The Tax Situation in 
Illinois, Studies in Public Finance of the Institute for 
Research in Land Economics and Public Utilities, 


Research Monograph No. 1, 1929; R. W. Nelson and. 


G. W. Mitchell, Assessment of Real Estate in Iowa 
and Other Midwestern States, State University of 
Iowa, College of Commerce, Bureau of Business Re- 
search, Iowa Studies in Business No. 10, Jan., 1931; 
G. B. Clarke and O. B. Jesness, A Study of Taxation 
in Minnesota with Particular Reference to Assess- 
ment. of Farm Lands, Minnesota Agricultural Ex- 
periment Station, Bul. 277, Aug., 1931; R. Wayne 
Newton and W. O. Hedrick, Farm Real Estate Prac- 
tices in Michigan, Michigan Agricultural Experiment 
Station, Special Bul. 172, Feb., 1928; Joseph D. Sil- 
verherz, Assessment of Real Property in the United 
States, Special Report No. 10, New York State Tax 
Commission, Albany, 1936. 


the average assessment ratio of each tax- 
ation district on a value basis with the 
same ratio calculated on a number basis. 
Whenever the value mean is less than the 
number mean for any parcel group, this 
fact is reliable evidence that assessments 
are regressive. This is true because a valu- 
able property will affect the average more 
in the case of a ratio based on value than 
one in which each parcel of property is 
given equal weight regardless of value. 
For purposes of this study, where the two 
types of ratios coincided the assessment 
was considered neither progressive nor 
regressive. But if the value mean fell be- 
low the number mean, the assessment was 
earmarked as being regressive. On the 
other hand, if the value mean exceeded the 
number mean the assessment was classi- 
fied as being progressive. 

Results of this comparison are sum- 
marized in Table IV. Regressive assess- 
ments were found to be characteristic of 
almost two-thirds of the towns, villages 
and cities studied. As among units of 
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TABLE IV. ProGRESSIVITY AND REGRESSIVITY IN WISCONSIN REAL EsTATE 


ASSESSMENTS AS REVEALED BY COMPARISON OF AVERAGE ASSESSMENT 


Ratios ON NUMBER AND VALUE Basis, 1939. 








Progressive 


Regressive 


Neutral 





Number 
Taxation 
Districts 


Per Cent 
Progres- 
sive 


Number 
Taxation 
Districts 


Per Cent 
Regres- 
sive 


Number 
Taxation 
Districts 


Per 
Cent 
Neutral 





By Units of Government: 
Cities 15 
Towns 67 
Villages 16 


TOTAL 98 


65.2 
61.1 
68.9 


63.4 





By Classes of Property: 


A—Residential 
B—Mercantile 
C—Manufacturing 
D—Agricultural 
E—Swamp, Cutover, Waste 
D, E, F—Timber 























government, the assessments of towns 
were found least often regressive while 
those in villages were found so most often. 
Although regressivity predominated by 
about two to one, the fact that about one- 
third of the parcel groups examined 
showed progressivity indicates that prop- 
erty tax assessments in Wisconsin were 
considerably less onerous for the “little 
fellow” than in many other states.” 
Because the first test could indicate 
nothing more than the presence of re- 
gression, a second test was made in an 
attempt to determine how much regres- 
sion was present and of what value class 


it was most characteristic. The previous 


method of comparing taxation district av- 
erages was abandoned and appraisal- 
assessment ratios for parcels of real estate 
were classified according to value amounts 
and by type of taxation district. To facili- 
tate comparisons between various classes 
of assessment, calculations were made to 


* See the excellent compilations by Silverherz, op. 
cit. 


convert the sample data to a 100 per cent 
basis. Regression of 2 per cent in the case 
of an average assessment ratio of 10 per 
cent is obviously more significant than a 
regression of 2 per cent with a 100 per 
cent assessment. 

Results of the regression study by value 
classes of property are summarized in 
Table V. Assessments are most steeply 
regressive for properties valued under 
$1,000 and over $25,000. In between 
these limits real estate is relatively under- 
assessed but there is no pronounced ten- 
dency for the average assessment ratio to 
continue to decline as the value of prop- 
erty increases. As a matter of fact, assess- 
ment ratios were found to continue de- 
clining at a rate of only 1 per cent above 
the $1,000 and up to the $4,000 class. 
Above this latter level, ratios increase 
slightly up to $25,000. The small sample 
of properties valued over $25,000 were 
relatively under-assessed to about the 
same extent as properties valued from 
$500 to $1000 were over-assessed. 
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When the data were examined by types 
of taxation districts, some interesting con- 
trasts were revealed. In cities the spread 
between highest and lowest assessment 
ratios was greatest. Furthermore, there 
was a steady decline in assessment ratios 
throughout the sample except for prop- 
erties valued from $5,000 to $10,000. In- 
stead of ratios declining throughout the 
value classes, a much less pronounced de- 
cline up to $4,000 was followed by a no- 
ticeable rise in ratios up to $10,000. In 
the case of villages, the relatively over- 
assessed property classes were those val- 
ued under $1,000 and from $7,500 to 
$10,000. Also, property valued under 
$500 in the case of villages was much 
less over-assessed than in cities. In the 
80 towns studied, regression was much 
more rapid but the decline in assessment 
ratios reached a maximum almost immed- 
iately after leaving the value classes of 
less than $1,000. Property valued from 
$1,000 to $4,000 was favorably treated 
in the towns; all other property was as- 
sessed at a higher ratio. 

Uniform Assessment and Full Assess- 
ment. An attempt was also made to de- 
termine whether there was any relation- 
ship between the tendency of an assessor 
to assess parcels at a uniform standard of 
value and his tendency to maintain the 
standard of assessment at or close to full 
value. To test this statistically, the co- 
efficient of correlation between the aver- 
age coefficient of deviation for each coun- 
ty and the Wisconsin Department of Tax- 
ation’s ratio of assessed to true value for 
all real property in the county was com- 
puted. If such a relationship were to exist, 
one would expect a very high negative 
coefficient of correlation, which would 
mean that as assessors tended to assess 
property more nearly in conformity with 
full value, they would also tend to assess 
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the property in the district more uniform- 
ly. The correlation coefficient thus com- 
puted was .2390. The statistical test for 
significance indicates that sampling errors 
alone could account for so large a corre- 
lation. The indication is that the devia- 
tions about the standard adopted by the 
assessor cannot be explained by his suc- 
cess or failure in attaining full value as- 
sessments. 

In summary, the administrative prob- 
lems concerning Wisconsin assessment 
procedure include inequalities in indivi- 
dual assessments, excessive differences in 
average assessments from one taxation 
district to another, and some regression 
and favoritism in assessments. Consider- 
ing the limitations of attempts to measure 
assessment deviations, the necessary im- 
perfection of human institutions, and the 
results in other states the product can 
be pronounced “good but not good 
enough.” It shows plenty of room for im- 
provement and the need for constant 
guarding of hard-won ground gained 
slowly over more than forty years of up- 
hill battle. 


Contribution of Wisconsin 


An attempt has been made in these 
three articles to describe and analyze Wis- 
consin’s experience in property tax assess- 
ment administration. The unique contri- 
bution of the state lies in a vigorous and 
workable program of state assessment su- 
pervision and equalization. The result has 
been much improvement in the quality of 
assessment. Effort is still needed, how- 
ever, both to improve the existing product 
and to preserve the gains of a long period 
of advancement. 

Contrary to some views, equalization 
and supervision proved to be complemen- 
tary factors, each contributing to the sup- 
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port of the other. Both proved of great 
intangible value in building up local gov- 
ernment by helping towns, villages, and 
cities to help themselves. Both provided 
a model of intergovernmental relations 
bringing the superior leadership and per- 
spective of the state to bear on local gov- 
ernment without resort to dictation. Un- 
fortunately, the perfection of state prop- 
erty tax techniques did not improve prop- 
erty tax machinery at the local level. The 
local assessor and board of review func- 
tioned better but this was not due to any 
improvement in the setup of these func- 
tions. Such improvement is overdue and 
is quite possible without a radical adjust- 
ment in the responsibility for the admin- 
istration of the tax. 

There is altogether too much disposi- 
tion to regard the general property tax as 
a fixed and permanent institution. The 
results are not good enough to warrant 
this complacency. At the same time the 
tax is so well adapted to supply local rev- 
enue without reliance on central units of 
government that its future retention in 
some form is assured. Improvements can 
be made by modifying exemptions, by 
changing the basis of the tax (perhaps 
the European basis of annual value as dis- 
tinguished from selling value would be 
preferable) and by refining administra- 
tion. Only the last of these suggested im- 
provements has been considered here. It 
is the least controversial and perhaps the 
most important. If the much needed re- 
vival of interest in state and local govern- 
ment occurs after the war, it might well 
begin with the major financial support for 
local government—the property tax. 

That other states could utilize with 
great advantage the experience here de- 
scribed seems evident. For this to hap- 
pen, however, the underlying conditions 
of such success as Wisconsin has achieved 
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would need to be present or developed. 
These include able leadership in the cen- 
tral tax agency, adequate financial sup- 
port, and an able and experienced field 
staff (sustained by an effective merit sys- 
tem of civil service). Local officials re- 
sent “supervision” by political henchmen 
no more experienced, nor otherwise better 
qualified, than themselves. They welcome 
the assistance of men who are thoroughly 
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qualified and who understand varying lo- 
cal conditions and problems. 

We have suggested that there are more 
effective ways to attack the property tax 
administration problem than to cry for 
centralization panaceas from ivory aca- 
demic towers. Effective state and local 


cooperation provides a ready avenue of 
improvement in this as in many other 
problems of state and local government. 





A National Fuel Policy: 
II. Anthracite - Another Chance? 


By ROBERT M. WEIDENHAMMER* and WALTER H. VOSKUIL** 


This is the second of a series of articles 
dealing with the impact of war on our min- 
eral resources. The first (see this Journal, 
May, 1943, pp. 127-140) discussed in gen- 
eral terms the place of coal in a national fuel 
policy. Subsequent writing will accord sep- 
arate treatment to bituminous and coking 
coal, natural gas, crude oil, and synthetic 
liquid fuels. (Editor) 


HE history of the American anthra- 

cite industry is the record of a great 
natural resource lying compactly in five 
counties of northeastern Pennsylvania and 
therefore in close proximity to the popu- 
lation centers of the Atlantic shores. This 
valuable mineral resource is only 90 miles 
from Philadelphia and 140 miles from 
New York City. The record starts in 
1769—with commercial production and 
shipment getting under way in 1807. It 
was the desire to get anthracite to the 
cities that provided an impetus for the 
building of the canals and later of the 
railroads that replaced them. Profits made 
from mining, transporting and selling an- 
thracite built some of the largest early 
fortunes which, in return, provided the 
savings and capital formation so essential 
to the development of the vast spaces be- 
yond the Alleghenies. 

Later, especially during the decade fol- 
lowing the Civil War, the industry be- 
came the object of a scheme by ambitious 
railroad men to establish a monopoly. In- 


* President and Trustee, Cosgrove Coal Company, 
Johnstown, Pa.; Staff Member, The Brookings In- 
stitution, Washington, D. C. 

** Chief Mineral Economist, Ilinois Geological 
Survey, Urbana, III. 


evitably there followed the slow-grinding 
process of a democracy’s fight against ex- 
ploitation by a few. Then, those years 
from 1926 to 1938 show anthracite as an 
industry rapidly nearing financial col- 
lapse. But the outbreak of World War II 
in 1939 has given it another chance. 

The record of the industry during the 
period of 1870 to 1930 is recounted with- 
out any desire to haul the skeleton out of 
the closet. What really matters now is 
what management and public policy, given 
its second chance today, can do to re- 
vitalize the industry and to assure the na- 
tion the best utilization of its still abun- 
dant but not so evenly divided types of 
fuel resources. 


The Mineral Resource 


The anthracite fields are divided into 
three trade regions—Lehigh, Schuylkill 
and Wyoming. This classification is used 
in the district organization of the United 
Mine Workers of America. (District 1 
corresponds to the Wyoming region, Dis- 
trict 7 to the Lehigh region, and District 
9 to the Schuylkill region.) Geographi- 
cally, the anthracite area is classified by 
fields—the Northern, Eastern Middle, 
Western Middle, and Southern. This 
classification is used in technical operating 
studies because it follows more closely the 
geologic conditions that largely influence 
the methods and cost of mining. The 
Northern field is the same as the Wy- 
oming region. The Lehigh field and that 
part of the Southern field lying east of 
Tamaqua (known as the Panther Creek 
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TaBLe I. AVERAGE REALIZATION OF ANTHRACITE SHIPMENT FROM 
BREAKERS, BY SIZE GROUPS AND REGIONS, 
1921-1940 


D—Domestic Sizes; 


S—Steam Sizes; 


A—All Sizes 
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Valley) make up the Lehigh region. The 
Schuylkill region comprises the Western 
Middle field and that part of the Southern 
field lying west of Tamaqua. The total 
area of the four fields is about 484 square 
miles—the Northern covers 176 square 
miles, the Eastern Middle 33, the West- 
ern Middle 94, and the Southern 181. 

Geologic conditions affect the percent- 
ages of domestic and steam sizes produced 
and consequently the value of the product 
as a whole. In the Wyoming and Lehigh 
regions the percentage yield of the higher- 
priced domestic sizes is relatively high; 
in the Schuylkill region it is less because 
of the crushing of the coal by faulting and 
folding of the beds. In 1941 the breaker 
output of the Wyoming region comprised 
70.2 per cent domestic sizes and 29.8 per 
cent steam sizes; the Lehigh region, 62.8 
per cent domestic and 37.2 per cent steam 
sizes; the Schuylkill region, 57.7 per cent 
domestic and 42.3 per cent steam sizes 
(Table I). 

The nature of the coal beds—that is, 
their geologic surroundings, the method 
of mining, and the structural character- 
istics of the fuel itself—result in the pro- 


duction of a material that varies from 
fines (barley and buckwheat sizes) to 
large lumps. Anthracite from the mine is 
prepared in breakers, i.e., large lumps are 
broken down to commercial sizes and the 
entire output is screened into five domestic 
sizes and four (or five) steam sizes (vir- 
tually screenings) .* 

These sizes vary in market value, de- 
pending upon demand and competitive re- 
lationships in the fuel market. The aver- 
age value in a recent year (1940) ranged 
from 89 cents a ton for buckwheat No. 4 
to $3.16 for buckwheat No. 1 in the steam 
sizes, and from $4.12 for pea to $5.32 for 
egg in the domestic sizes. The realization 
obtained, therefore, varies with the pro- 
portion of sizes that a given mine can pro- 
duce. This may range from an average 
of 70 per cent for the higher-valued do- 
mestic sizes in the Wyoming basin to 58 
per cent for domestic sizes in the Schuyl- 
kill district. Among individual mines 
within each district the variations are 


1The domestic sizes are: lump and broken (small 
part of the total), egg, stove, chestnut, and pea. The 
steam sizes are: buckwheat, rice, barley, buckwheat 
no. 4 and boiler. 
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still wider. The distribution of sizes ob- 
tainable from a mine is largely a matter 
of the geological surroundings and physi- 
cal structure of the coal and is beyond the 
control of the operator. His over-all reali- 
zation is therefore a function of the size 
distribution obtainable from his mine 
(Table IT). 

In an industry in which the physical 
conditions vary from mine to mine, the 
cost of production varies widely also. 
Again, dealing in averages only and not 
considering the case of each individual 
mine, the first thing to point out is that 
costs of mining and average per ton reali- 
zations have no correlation. There can be 
no general conclusions drawn for the fields 
as such, but the general thesis of what can 
be found in this industry may be stated as 
follows: An operation that has a large 
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percentage of high-valued domestic sizes 
and low-production costs is very profit- 
able; an operation with a large percentage 
of low-valued steam sizes and high-pro- 
duction costs is a marginal mine or a los- 
ing operation. This conclusion requires 
no profound analysis but merely directs 
attention to the fact that, in an industry 
where the variables of size distribution 
and mining costs are numerous, any com- 
bination of cost-realization relationships 
can be expected and, as an examination 
of individual statements shows, this is in- 
deed the fact. 

The hypothetical reserve of 15 billion 
tons—the physical quantity of recoverable 
coals in the seams—may be curtailed by 
the limiting factor of price realizations 
and costs. A survey of price realizations 
and costs in 1940, for example, showed 


TABLE II. History or ANTHRACITE, 1921-1943. 
(Thousands of Tons) 








Consump- 
tion (Cal- 
culated) 


Production 


Value at Breaker, 


Losses as 
Reported by 
Bur. Int. Rev. 


Average 
Sales 
Value 


Washing 
Dredge 





90,500 
54,700 
93,300 
87,900 
61,800 
84,400 
80,096 
75,348 
73,828 
69,385 
59,646 
49,855 
49,541 
57,168 
52,158 
54,579 
51,856 
46,099 
51,487 
51,485 
56,368 
60,000 





62,000 








$563,532 

525,642 
363,384 
515,684 
420,942 
393,638 
385,643 
354,574 
296,355 
222,375 
206,718 
244,152 
210,131 
227,004 
197,599 
180,600 
187,175 


5.98 


5.80 


PItttrradd 


5.52 
$ 2,762,000 
17,009,000 
11,300,000 
8,578,000 
16,300,000 
10,989,000 
20,590,000 
23,700,000 
9,000,000 
205,490 “Break even’”* 
240,275 Profit? 
—_ Profit® 
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that 8 million tons were being sold below 
the cost of production and that the dif- 
ference was being made up out of working 
cash reserves and by foregoing the allow- 
ance for depletion and depreciation. It 
is obvious that as mine after mine enters 
into a period of increasing costs until its 
costs exceed cash receipts from sales, the 
unmined coal ceases to exist as an eco- 
nomic commodity and, for all practical 
purposes, as a coal reserve. Economic ex- 
haustion of the reserve may, therefore, 
occur while there is yet a substantial coal 
deposit remaining in the seams. 
Increasing costs are characteristic of 
all mining enterprises at some period dur- 
ing the life of a mine. This is simply a 
consequence accompanying the recovery 
of coal from greater depths, or over 
longer haulages after the most accessible 


part of the seam is exhausted, or ulti-— 


mately upon exhaustion of the best or 
most accessible seams when resort to the 
thinner and poorer quality seams becomes 
necessary. Increasing costs can be and in 
fact are offset by technological advances 
the effect of which is to reduce production 
costs. Eventually, increasing physical dif- 
ficulties of mining more than offset any 
possible improvements in mining and 
technology. 

In the anthracite area, with a history 
of substantial production covering a cen- 
tury, no doubt there are now many mines 
and possibly whole mining districts where 
an approach of costs to realizations or an 
excess of costs over realizations materi- 
alized between 1930-1939. 


History of the Industry 


The early development of the anthra- 
cite industry has reflected, as in a test 
tube, most of the problems of industrial 
expansion, integration and monopoly, as 
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well as the inevitable public reaction to it. 
All the known techniques and tricks of 
promotion and financing, and of alliances 
between financial and political groups for 
joint control of coal and of the canals and 
railroads, were used here for almost a cen- 
tury. It is now over half a century since 
the growing resentment toward this 
public-be-damned attitude brought its vio- 
lent reaction—the unsuccessful fight for 
an “office of price administration” and the 
successful fight for a “death sentence” to 
end the joint control of coal mines and 
railroads. This was one of the first Amer- 
ican industries in which labor battled with 
management for its right to collective 
bargaining. It was probably the largest 
and most prosperous American industry 
to be hit destructively by technological 
progress. By 1938 its leading companies, 
which a century before had played the 
principal role in capital formation, had 
come to what seemed the end of the road 
with a combined working capital deficit 
of $26,000,000. 

World War II, however, has given the 
industry a new lease on life. It has always 
been a war-baby. It got its first real im- 
petus in the War of 1812, when the peo- 
ple in Philadelphia, Baltimore and New 
York were freezing because the war had 
shut off their regular supply of coal from 
England. It was the Civil War which 
enabled the Delaware and Hudson Canal 
Company to pay a cash dividend of 34 per 
cent in 1863 and 31 per cent in 1864. 
Ironically enough, it was World War I 
which brought such a demand for coal 
that the anthracite industry could not sup- 
ply its market west of the.Alleghenies and 
thus lost much of it permanently to its 
rival—bituminous coal—even before both 
coal industries were threatened by the oil 
burner. 

The early history of anthracite is not 
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well-documented but Howard N. Eaven- 
son begins his record of production with 
1769.2 Both Eavenson and Homer 
Greene® believed that in 1776 anthracite 
was shipped by boat to a point near Har- 
risburg and then by wagon to Carlisle, 
Pennsylvania, for use in forges to make 
arms. The Continental Congress, through 
a resolution of December 26, 1776, estab- 
lished a magazine at Carlisle. 

According to Eavenson, Dr. Johann 
David Schoepf, who came to this country 
with the Hessian troops, visited the Wy- 
oming Valley in November, 1783, and in- 
spected a mine. Eavenson wrote: 


“Going down, the slate gradually changes 
to a bed (not deep) of fine, light, lustrous 
coal which rubbed, leaves no smut on the 
hand and burns without any bad smell. This 
coal is to be had for the taking, and a smith 
who has set up his shop nearby praises it 
much,””4 

In 1805 Professor James Woodhouse, 
of the University of Pennsylvania, wrote 
a lengthy report on anthracite which Eav- 
enson calls the first example of coal re- 
search in this country.” 

In 1807 the commercial production and 
shipment of coal from the Wyoming re- 
gion really began when Abijah and John 
Smith loaded some fifty tons of it on an 
ark and floated it down the Susquehanna. 
When they encountered sales resistance, 
they hired a mason and erected grates in 
the public squares, thus demonstrating the 
new fuel and its proper use.® 

As early as 1808 a far-sighted man— 
Albert Gallatin, Secretary of the Treasury 


*The First Century-and-a-Quarter of American 
Coal Industry (Pittsburgh: Eavenson, Alford and 
Auchmuty, 1942), p. 498. 

5Coal and the Coal Mines (Boston: Houghton 
Mifflin Company, 1889), p. 46. 

*Eavenson, op. cit., p. 140. 

* Eavenson, op. cit., pp. 141-143. 

* Eavenson, op. cit., p. 144. 
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-under Thomas Jefferson—submitted a 
comprehensive report to Congress on 
“Roads and Canals” in which he esti- 
mated the probable traffic to be handled. 
Of the Delaware & Chesapeake Canal he 
wrote : 


“The coals wanted for Philadelphia, and 
which, brought down from the sources of 
the Susquehanna and Potomac, but princi- 
pally from the vicinity of Richmond, would 
naturally pass through the canal, have been 
alone estimated at more than one hundred 
thousand tons a year.” 


During the winter of 1812 when Phila- 
delphians almost froze to death—as, in- 
cidentally, did Napoleon in Russia that 
winter—two clothing merchants, Maurice 
and William Wurtz, got busy and bought 
several thousand acres of anthracite land 
in Luzerne County at prices of from fifty 
cents to three dollars an acre. But it was 
not until March 13, 1823, that the legis- 
lature of the state of Pennsylvania passed 
an act authorizing Maurice Wurtz to ‘‘im- 
prove” the Lackawanna River, and on 
March 23 of that year the state of New 
York authorized the Delaware & Hudson 
Canal Company to “build a canal between 
the rivers Delaware and Hudson.” In 
1829 a mule railroad was built from Car- 
bondale, where the mining was carried 
on, to Honesdale on the Lackawaxen, a 
distance of 16% miles. From there it was 
108 miles by the canal to Rondout on the 
Hudson and then 94 miles down the river 
to New York City. 

The total cost of this project (the Dela- 
ware & Hudson Canal) was only $2,305,- 
599, of which $1,500,000 of capital stock 
was privately subscribed. The state of 
New York provided a loan of $800,000. 

Although the War of 1812 had given 
Wurtz the inspiration, it was the deple- 
tion of the forests east of the Alleghenies 
that expanded the market for coal and 
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made the mines and canals and railroads 
prosperous. As early as 1829 the differen- 
tial in favor of coal in the mine regions 
(where transportation costs was not a fac- 
tor) had increased to over 100 per cent. 
Six cords of good oak and two cords of 
hickory cost $57.78; four tons of anthra- 
cite (with approximately the same B.T.U. 
content) cost $27.50. 

The economic appraisal of different 
fuels, though put on a scientific basis only 
after the use of B.T.U.’s had been adopt- 
ed, received early attention. In 1827 Mar- 
cus Bull published his Experiments to 
Determine the Comparative Value of the 
Principal Varieties of Fuel. Eavenson 
quotes from it the estimate of the amount 
of fuel used in Philadelphia from March, 
1826, to March, 1827, as indicated in the 
tabulation below: 








Wood (140,150 cords, average price $4.50)....§630,675 
Charcoal (320,000 bushels, average price .10) 32,000 
Coal, Lehigh & Schuylkill (25,545 tons)? .... 178,815 
Coal, Richmond (95,000 bushels @ .30) 28,500 
Coal, Liverpool (30,465 bushels @ .33) 10,053 


TOTAL $880,043 








"A total of 47,545 tons of anthracite was sent to Phila- 
delphia in 1826, of which 22,000 tons were sent abroad. 


Records indicate, however, that as late 
as 1833 the people of Philadelphia and 
New York City spent much more for oak 
and hickory than for coal. Philadelphia 
spent $741,321 for wood and $404,401 
for coal; New York City spent $631,250 
for wood and $496,180 for coal. 

Other canals were built, such as the 
Schuylkill (by Stephen Girard) and the 
Lehigh. But they finally lost out to the 
railroads, which do not freeze up during 
winter when coal traffic is at its peak. The 
coal railroads prospered—especially dur- 
ing the Civil War—and, with cash bal- 
ances mounting in the banks, their ambi- 
tions also grew. In 1870 Franklin B. 
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Gowen (at the age of 33) became presi- 
dent of the Philadelphia & Reading Rail- 
road, for which he had been counsel since 
1864. Gowen had dreams of building an 
empire for his railroad and he used all the 
might of his political influence in Harris- 
burg and the advantages of competitive 
freight rates, as well as $40,000,000 of 
cash, to realize his aims. Within four 
years he acquired 100,000 acres of coal 
lands and mines. Soon he was able to an- 
nounce: ‘‘Although the Philadelphia & 
Reading Railroad is confined within a 
circle described by a radius of one hun- 
dred miles, it moves far more tonnage 
than any railroad in the United States.” 
His company now owned a monopoly not 
only of transportation but also of mines, 
telegraph lines, and ironworks. For the 
most part, it also owned the houses in 
which the miners lived and the stores 
where they spent their money—and, to 
keep things in order, it had its own police 
force. It seemed a perfect set-up. But be- 
ing a bit too perfect for the company, it 
aroused a storm of public criticism. In 
1874 the new constitution of the state of 
Pennsylvania prohibited railroads from 
holding coal lands; however, since this 
provision was not made retroactive, it! 
really only aided Mr. Gowen by protect- 
ing his empire from potential competitors. 

In 1892 a committee appointed by the 
legislature of the state of New York (and 
the state of New York is inhabited by 
consumers, not producers, of anthracite) 
reported that an illegal monopoly existed ; 
and it introduced a bill to license coal car- 
riers and coal dealers and to fix a maxi- 
mum price of $4.50 a ton for coal to be 
adjusted every three months by adminis- 
trative action. This embryo OPA proved 
to be stillborn. 


Agitation by angered consumers and 
liberals did not abate, however, until they 
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TABLE III. DisposiTIoN oF SEGREGATED CoAL COMPANIES 








Railroad 


Stock Purchaser 


New, Segregated 
Coal Company 


Price 





Pennsylvania 


Delaware, Lacka- 
wanna & Western 


M. A. Hanna & Co. 


Delaware, Lacka- 
wanna & Western 


Susquehanna 
Collieries 


Glen Alden 


Not public 
information 


$ 4,230,000 


Stockholders 


Central of 
New Jersey 


Reading 
Stockholders 


Lehigh Valley 








Reynolds Syndicate 


Reading Railroad 


Lehigh Valley 
Railway Stockholders Coal 


Lehigh & $32,134,000 


Wilkes-Barre 


Philadelphia & 
Reading Coal & 
Iron Co. 


Lehigh Valley 


$ 5,600,000 


$ 1,212,160 











® Purchasers were required to file affidavit of non-ownership of railroad shares. 


found a banner-carrier in William Ran- 
dolph Hearst. “Bust the anthracite mo- 
nopoly” became the battle-cry of the 
Hearst faction and it was their leader 
who, on November 3, 1902, filed a peti- 
tion with the Interstate Commerce Com- 
mission which started a series of investi- 
gations and decisions destined to drag on 
until 1914, but which nevertheless 
brought about the “death sentence” for 
joint control of anthracite and railroads. 

The steps in the segregation of the 
mines and the railroads were chronologi- 
cally as follows: 


1902—I.C.C. investigation started on com- 
plaint of William Randolph Hearst. 

1906—Commodities Clause of Hepburn Act 
forbidding railroads to ship coal 
which they owned at time of ship- 
ment. 

1909—First Commodities Clause case: U.S. 
v. Delaware & Hudson, 213 U.S. 
366. Stock ownership of coal com- 
panies by railroads permitted but di- 
rect ownership of coal lands forbid- 
den. 

1920—Second Commodities Clause case: 
U.S. v. Lehigh Valley, 254 U.S. 255. 
Stock control of coal companies by 
railroads outlawed. 


Table III shows how the railroads di- 
vested themselves of the control of the 
mining operations, at least as far as form- 
al control is concerned. Even formal con- 
trol, however, was retained by two rail- 
roads. Today the Delaware, Lackawanna 
and Western Railroad still owns 100 per 
cent of the stock of the Hudson Coal 
Company, a somewhat mixed blessing 
since the railroad during the thirties had 
to advance to the coal company an un- 
secured loan of $20,287,406.43 in order 
to keep it out of receivership! Likewise, 
the Lehigh Coal & Navigation Company 
still controls the Lehigh & New England 
Railroad Company, the Lehigh & Susque- 
hanna Railroad, and the Wilkes-Barre & 
Scranton Railroad, as well as the Lehigh 
Navigation Coal Company. 


Summary: 1870-1930 


The history of the anthracite industry 
from 1870 to 1930 covers the rise and fall 
of a mighty natural resource monopoly. 
It would take volumes to do justice to the 
presentation and interpretation of the eco- 
nomic forces for. which the industry was a 
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battleground during those sixty years. 
The essential facts can be summarized in 
the following fashion. 

A. The anthracite railroads bought up 
about 96 per cent of the reserves of an- 
thracite coal-bearing lands, not because 
they could possibly get around to mining 
them within a century but because they 
wanted to keep other railroads out of their 
territory or at least to effectively prevent 
them from ever obtaining any of the 
profitable freight business from their con- 
trolled mines. 

B. After having achieved this, the an- 
thracite railroads—to recoup the costs of 
acquiring and holding on to these coal re- 
serves—adopted the simple policy of 
establishing very high freight rates on an- 
thracite but low prices for coal-at-the- 
mine. This discouraged and frustrated in- 
dependent anthracite producers and meant 
that even the controlled mines usually 
lost money on operations. The anthracite 
railroads, however, were very prosperous. 
In the case of the then largest producer, 
the Philadelphia & Reading Coal & Iron 
Company, we find that up until its segre- 
gation in 1923 its parent, the Philadelphia 
& Reading Railroad Company, had for 
decades maintained a dividend of 15 per 
cent a year while the coal company had 
never paid a dividend and had accumu- 
lated a short-term debt to the railroad of 
$72,000,000. 

C. Although the battle for segregation 
of the railroads and the controlled coal 
mines has been fought with vigor for 
nearly a century, the results merely prove 
that if five mining companies control a 
natural resource, located in a few adjacent 
counties and served by only a few rail- 
roads, trust-busting campaigns will re- 
main rather ineffectual. 

D. The early monopolistic nature of the 
anthracite: industry :has left its mark in at 
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least two ways: (1.) The industry, in spite 
of selling a strictly seasonal product, had 
been very successful in stabilizing produc- 
tion and employment throughout the year 
in the period from 1870 to 1930. An 
ironclad, uniform price policy—which al- 
lowed for substantial discounts off-season 
but kept the price high during the heating 
season—accomplished this very desirable 
stability. (2) The almost militaristic dis- 
cipline of output and pricing and the ab- 
sence (up to 1926) of competition from 
other fuels imbued the industry with a 
spirit of bureaucracy which resulted in a 
lack of flexibility and true entrepreneural 
drive. 


Then Came the Oil-Burner 


Therefore, when new fuels—especially 
fuel oil—began to contest its markets dur- 
ing the twenties, the anthracite industry 
failed to adapt itself by the development 
of coal stokers and better methods of de- 
livery of coal and disposal of ashes. Fail- 
ure to adopt cautious dividend policies 
caused the industry to lose most of its 
working capital, even before operating 
losses overtook it and finally brought it, 
in 1938, to what looked like the end of the 
road. 

From the era of railroad-controlled 
mines two problems remain to burden the 
anthracite industry. One is that railroads, 
in order to assure themselves of future 
sources of freight, bought up practically 
all the coal lands available and therefore 
left the segregated mining companies with 
enormous reserves but with equally large 
annual property tax bills. The other prob- 
lem is the freight structure which, in the 
opinion of the Anthracite Coal Industry 
Commission, is at least 24 per cent too 
high and should be reduced in order to 
improve the position of anthracite in com- 
petition with other fuels. 
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The commission has recommended that 
the tax burden of the mining companies 
resulting from their enormous land hold- 
ings should be lowered by permitting them 
to keep enough reserves for twenty years 
but that the rest of the reserve should be 
sold either to the state of Pennsylvania or 
to the federal government. The proposed 
transaction would be a self-liquidating one 
as the purchaser would issue bonds which 
in turn would be redeemed through the 
receipts from the royalties paid after 
twenty years by the coal companies. The 
coal companies, on the other hand, not 
only would receive the cash to pay off 
their own bond issues from the sales of 
their “surplus” reserves, and therefore 
save their heavy fixed charges in the fu- 
ture, but they would also be relieved of 
the burdensome property taxes now due 
annually on their coal lands. 

This scheme appeared an admirable one 
for all concerned with the exception of the 
municipal bodies who would have lost 
their tax receipts, unless provisions for 
them also could somehow have been 
made. Governor George H. Earle was not 
re-elected and the scheme today appears 
dead as the dodo, and this in spite of the 
fact that “‘on January 18, 1938, Governor 
Earle, the representative of the United 
Mine Works, the operators and the 
Commission had unanimously endorsed 
this proposal.””* 

While the Anthracite Coal Industry 
Commission thus completely failed in hav- 
ing its suggestions made legal, the co- 
operative atmosphere which its efforts 
created among the state of Pennsylvania, 
the operators and the United Mine Work- 
ers, finally resulted in the adoption, as of 
January 29, 1940, of a voluntary plan for 


"Report of the Anthracite Coal Industry Com- 
mission (Commonwealth of Pennsylvania, Harris- 
burg, 1938), p. 9. 


THE JOURNAL OF LAND & PUBLIC UTILITY ECONOMICS 


stabilizing the industry through adherence 
to a system of production quotas. The 
purpose of this plan is to effect a proper 
relationship between production and mar- 
ket-demand and to allot to each producer 
his share ‘“‘on the basis of what he may 
reasonably expect to produce as a per- 
centage of the industry’s total output.” 

The plan-—which received legal status 
from the state of Pennsylvania on July 7, 
1941—is administered by a committee of 
nine, appointed by the governor of the 
state of Pennsylvania and comprised of 
three representatives each of the opera- 
tors, the miners, and the public. Each 
leading company has been assigned a quo- 
ta, as shown in Table IV, and this quota 
is translated each week into a definite in- 
dustry tonnage on the basis of the move- 
ment of coal during the previous week. 
Contrary to the provisions of the Bitu- 
minous Coal Act, no minimum prices are 
set; but, since July 7, 1941, prices of an- 
thracite have been close to the maximum 
prices set by OPA and therefore the ab- 
sence of minimum prices has been of no 
consequence. 

Table IV compares the quotas set for 
the five leading producers with their ac- 


TaBLE IV. PERCENTAGE OF OUTPUT OF 

ANTHRACITE BY LEADING Propucers, 1930, 

AGaInst TotaL Output or INDUSTRY ON 
Quotas SET For 1940 








Actual 
Output 
(1930) 


LEADING PRODUCERS 





Glen Alden Coal Company 18.8% 


Philadelphia & Reading 


Coal & Iron Company 12.5 


Hudson Coal Company 10.4 


Lehigh Valley Coal 
Company 9.4 


Lehigh Coal & Navigation 
Company 5.1 
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tual output ten years earlier in 1930. It 
appears rather remarkable that during the 
stormy decade of the thirties the relative 
share of these five companies changed so 
little. 

The production quota agreement, how- 
ever, was not enforceable and the propor- 
tion of coal mined by “legitimate” pro- 
ducers who refused to become voluntary 
parties to the agreement is about 8 per 
cent of the industry’s output. An even 
more serious obstacle to the successful ap- 
plication of the plan is presented in the 
fact that during 1940 and 1941 in excess 
of 4,000,000 tons (or nearly another 10 
per cent of the total output) was “boot- 
leg” coal, i.e., coal illegally mined from 
the properties of the big companies. 

The bootlegging of anthracite is a re- 
sult of chronic unemployment in the in- 
dustry. Idle miners invade the properties 
of the large companies, dig shallow shafts, 
and mine enough coal to support their 


families. Soon after bootleg coal became 
available, enterprising operators of fleets 
of trucks established a profitable business 
buying and selling it in the nearby cities 


at cut-rate prices. The coal companies 
tried to prohibit this practice but the local 
courts refused to evict the miners from 
their working places or to put them in 
jail. Respect for private property thus 
vanished completely and it took World 
War II to reduce this evil to minor pro- 
portions.® The draft and the demand for 


* According to the Report of the Federal Anthra- 
cite Commission as released on April 21, 1942 (77th 
Congress, 2nd Session, House Document No. 709), 
as late as March, 1941, over 10,000 miners engaged 
in bootleg operations in approximately 3,000 holes, 
producing between four to six million tons a year. 

* Bootlegging, in the opinion of the Coal Commis- 
sion, has been carried on at a tremendous waste of 
coal which is left in the ground or thrown away as 
small sizes. Since no pumping is done by the boot- 
leggers, water is accumulated in the bootleg holes. 
This threatens the life of men working in the legi- 
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labor by the mining companies began to 
accomplish what neither the commission 
nor the “plan” had succeeded in doing.” 

Only when the war stimulus of demand 
for anthracite is a thing of the past will 
the acid test of the production quota plan 
without minimum prices be at hand. If de- 
mand should fall off sharply, the com- 
panies might resort to price-cutting below 
cost of production and they might also be 
tempted to exceed their production quo- 
tas. As the plan provides no effective 
means of enforcing this voluntary agree- 
ment the industry may again face chaos 
unless a state or federal plan with en- 
forceable minimum prices and/or produc- 
tion quotas is put into effect. 

We have discussed how the industry 
became a monopoly and how public in- 
dignation set about to destroy that mo- 
nopoly or, at least, to harness it. We have 
also seen how the oil burner did the job 
much more effectively than all the deci- 
sions of the courts. Finally, we have seen 
the very foundation of the industry under- 
mined by the activities of bootlegging 
miners while the harried courts and a will- 
ing legislature were unable to meet the 
challenge. The production-control plan is 


timate mines and may finally result in the com- 
plete loss of a large part of the total anthracite 
reserves. Meanwhile, legitimate producers are almost 
driven out of business. They are burdened with lo- 
cal and federal taxes, royalties and safety regulations, 
none of which bothers their bootleg competitors. A 
bootleg coal production of four to six million tons 
means a loss to the companies of from ten to fifteen 
per cent of their old market and a constant pressure 
on their prices. In addition, the water hazards cre- 
ated by the bootleg holes increase pumping costs. 
The fact that all bootleg coal is stolen from the 
properties of the legitimate producers is really the 
least of their problems. 

Probably an all-time high in effrontery was 
reached when representatives of the bootleggers not 
only asked for a quota for themselves but also high- 
pressured enough of the state representatives at Har- 
risburg into giving their petition support in the legis- 
lature. Fortunately, the scheme was voted down. 





446 


now working well enough in the sellers’ 
market created by World War II with the 
bootleggers in the army or working in the 
legitimate mines. It seems likely, how- 
ever, that if the industry should again face 
a period of low demand the production 
plan will fall like a house of cards and 
anthracite bootlegging may again be with 
us unless the basis for a better future for 
the industry is planned now. 


Taste V. Net INCOME AND WORKING 
CAPITAL PosITION OF COMPANIES FOR AP- 
PROXIMATELY 90 Per CENT oF TOTAL 
ANTHRACITE OuTPputT* 


(In Millions of Dollars) 








Working 
Capital 


Net 


Y 
= Income 





111.1 
99.8 
89.5 
69.9 
44.2 


33.0 
22.7 
8.68 16.5 
1.78 16.3 
10.28 8.9 


2.48 4.68 
17.44 10.88 
14.88 27.08 
14.98 15.78 

0.54 10.64 


33.8 
13.8 
15.1 
15.2 
13.4 


8.68 
10.5 


1926 
1927 
1928 
1929 
1930 

















1931 
1932 
1933 
1934, 
1935 


1936. 
1937 
1938 
1939 
1940, 









































* Report of the Anthracite Coal Industry Commission, Com- 
monwealth of Pennsylvania, Harrisburg, 1938. The figures 
from 1935-1940 have been added by this writer from the 
oe used by the Commission. 

. cit. 


Loss of Working Capital 


A principal source of weakness in the 
industry—a weakness which rests solely 
in past financial policies of the anthracite 
companies themselves—has not been dis- 
cussed: If the industry had not lost its 
working capital in the years between 1925 
and 1937, could it have put up a better 
battle for its share in the domestic fuel 
market ? 
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For an industrial company—or for a 
whole industry—which finds itself in an 
impaired working-capital position only 
one road remains provided there is still 
time for taking it: curtailment of output 
and of employment until sufficient work- 
ing capital can be re-accumulated from un- 
distributed earnings. However, the fact 
that decreased output usually results in 
higher unit costs of production and in 
further losses rather than profits will only 
too often make this road a dead-end 
street. 

The anthracite industry has provided a 
most striking instance of industry-wide 
shortage of working capital. At the end of 
1938 its working-capital deficit amounted 
to nearly 27 million dollars and it took 
World War II to reverse this trend™ 
which otherwise would have meant the 
end of the industry, at least under the free 
enterprise system. 

During the years 1931-1934 while an 
aggregate deficit of 12.7 million dollars— 
as shown in Table V—was incurred, cash 
dividends totalling 34.0 million dollars 
were still being paid out. Small wonder 
that the working capital declined from 
44.2 millions in 1930 to 16.3 millions in 
1934—regardless of the fact that, in 1931, 
all and in 1934, part of the depletion 
charges were earned and thus became 
available for working capital. 

Because many companies continued to 
pay dividends in excess of net income, the 
industry’s working capital had already 
declined from 111 million dollars to 33 
million dollars before the first unprofitable 


™ Only when the outbreak of World War II in 


September, 1939, disturbed the shipping of English 
coal to Canada and thus increased the demand for 
American anthracite did the industry take another 
lease on life. Later, the full demand of the defense 
program in this country and the shortage of fuel oil 
in the East combined to restore the industry to a 
profitable basis. 
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year of 1932. Had the industry followed 
a policy of maintaining its working capi- 
tal, it might have had sufficient vitality to 
meet the competition of other fuels by cost 
reduction through more mechanization 
and more aggressive sales engineering, 
such as the development of stokers to 
combat oil burners. Since the industry 
made a profit as late as 1931, it should 
have responded promptly to the general 
industrial recovery of 1933. Instead, man- 
agement—having no adequate working 
capital at its disposal—could do little to 
defend its share in the fuel market. Em- 
ployment in the industry during the pe- 
riod from 1926 to 1939 fell from 175,000 
to 82,000 and production declined propor- 
tionately. 

The financial record of the five leading 
anthracite producers for the years 1937 to 
1942 (Table VI) covers the full swing 
from the decline of business in the latter 
half of 1937 and the all-time low for the 
anthracite industry in 1938 to the upturn 
that started late in the fall of 1939. 
Among them the five companies hold 96 
per cent of the total anthracite reserves 
and produce about 60 per cent of the in- 
dustry’s total output, as they did two 
decades ago. 

The companies’ present financial situa- 
tion and their policies illustrate old diffi- 
culties and new hopes. In our opinion, 
the new lease on life which the companies 
now have should be used to strengthen 
working capital and to pay off debt rather 
than to pay dividends. Such a policy is 
not only socially desirable but is certain 
to benefit the stockholders in the long run 
more than would liberal disbursements at 
this time. 


Present Status of Five 
Leading Producers 


A brief survey of the present status of 
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the five leading anthracite producers re- 
veals some significant facts. 

1. Glen Alden Coal Company, the larg- 
est and most profitable producer, is a 
merger of the former coal properties of 
the Lackawanna Railroad and the Cen- 
tral Railroad of New Jersey. The present 
funded debt of Glen Alden has been re- 
duced to $28,700,000 from the $51,000,- 
000 issue given to the stockholders of the 
Lackawanna Securities Company in 1932. 
During the six years under review, debt 
has been cut by $11,300,000, a rate which 
(if continued) should free Glen Alden of 
debt in ten to fifteen years. It should be 
noted that depreciation and depletion 
charges exceed interest requirements by 
over $1,000,000 a year. Thus, even in a 
profitless year, the company has sufficient 
cash not only to pay the interest but also 
to retire over $1,000,000 of principal. 

2. Philadelphia & Reading Coal & Iron 
Company, the second largest producer and 
holder of by far the largest coal reserves 
in the industry, has the record of paying 
interest charges nearly three times its de- 
preciation and depletion allowances. The 
company filed a petition under Section 
77 B of the Bankruptcy Act in February, 
1937, because of its inability to meet the 
March 1, 1937, interest requirements. A 
plan of reorganization provides for in- 
come bonds of only $10,000,000. The 
company, now free of financial worries 
and otherwise well equipped for opera- 
tion, should be able to concentrate on pro- 
duction and selling problems. 

3. Hudson Coal Company is still fully 
controlled by its parent, the Delaware & 
Hudson Company, which also owns the 
Delaware & Hudson Railway Company. 
During the last decade the coal company 
had to borrow $20,000,000 from its par- 
ent railroad to maintain interest payments 
on the $26,544,000 of bonds held by the 
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public. With depreciation and depletion 
charges now exceeding interest charges, 
the coal company should be capable of 
solving its debt problem; but another pe- 
riod of losses such as those suffered from 
1937 to 1940 could hardly be withstood 
without resort to the bankruptcy act. 

4. Lehigh Coal & Navigation Company 
is the oldest of the five companies, having 
been created with perpetual charter by 
special act of the legislature of Pennsyl- 
vania on February 13, 1822. The major 
portion of the company’s income is de- 
rived from the three railroads which it 
controls and its ownership of 700,000 (13 
per cent of the total amount outstanding ) 
shares of stock of the National Power & 
Light Company. The company is thus 
more of an investment trust than a coal 
company and its present liberal dividend 
policy is probably based largely on this 
fact. Interest payments are still substan- 
tially in excess of depreciation and deple- 
tion allowances. Therefore, a more con- 
servative dividend policy might work to 
greater ultimate advantage to the stock- 
holders. 

5. Lehigh Valley Coal Corporation has 
the smallest funded debt of the five pro- 


ducers and its interest charges are only 
about 60 per cent of depreciation and de- 
pletion allowances. It is noteworthy that 
management has built up working capital 
from practically nothing in 1938 to $6,- 
000,000 at the end of 1942, and has re- 
duced: its debt by 25 per cent during the 
last six years. The continuation of such a 
policy should ultimately benefit stock- 
holders more than dividend payments at 
this time. 

The anthracite industry’s working cap- 
ital had been allowed to decline from 
$111,000,000 in 1926 to below $33,000,- 
000 in 1931, and by the end of 1938 the 
industry was in the situation of trying to 
operate with a working-capital deficit of 
$27,000,000. When management has to 
use all its resourcefulness just to meet the 
next payroll, not much thought can be 
given to a broad program for restoring 
the competitive situation of an industry. 

Since anthracite is used primarily for 
the heating of domestic dwellings, its 
place in the total consumption of fuels for 
residential use indicates to a large extent 
its position in the national fuel market. 
Few data on the residential use of fuels 
were available until the War Production 


TaBLe VII. Consumption oF ALL HEATING FUELS 
FOR RESIDENTIAL Use, ny Recions, 1940 


(Thousands of Units) 











Anthracite 
(net tons) 


Bituminous 


REGION (net tons) 


\ 


Fuel Oil 
(Bbls.) 


Coke Wood : Gas 
(net tons) (cords) (MCF) 





New England 1,805 4,260 
Mid. Atlantic 10.099 24,203 
E. N. Central 33,320 958 
W. N. Central 13,977 98 
S. Atlantic 4,798 1,092 
E. S. Central 3,214 _- 

W. S. Central 274 a 
Mountain 4,292 — 
Pacific 719 os 


1,604 3,845 5,871 
2,660 3,303 48,391 34,206 
3,529 8,323 37,497 10,199 
683 12,121 33,463 9,040 
131 14,209 17,905 6,410 
219 10,687 7,819 153 
71 10,735 47,002 1,025 

32 3,357 18,750 1,125 
28 6,106 61,862 5,479 


21,928 














United States 72,499 30,611 











8,957 72,686 | 278,561 89,566 
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Tasie VIII. Averace ConsuMPTION OF ALL HEATING 
Fuets Per DWELLING, By Recions, 1940 


(Units Consumed) 








Anthracite 
(tons) 


Bituminous 


REGION (tens) 


Fuel Oil 
(Bbls.) 


Wood 
(cords) 


Coke 
(tons) 





New England 
Mid. Atlantic 
E. N. Central 
W.N. Central 
S. Atlantic 
E. S. Central 
W. S. Central 
Mountain 
Pacific 


7.13 
6.59 
6.32 
6.91 
3.18 
2.89 
1.96 
7.20 
4.86 


28.80 
31.70 
27.43 
31.20 
17.01 
12.42 

7.00 
18.03 
16.45 


13.06 
13.19 
14.61 
13.31 
8.26 
8.92 
6.39 
13.44 
6.86 


7.11 
6.68 
6.18 
5.85 
2.67 
2.32 
1.35 
4.78 
2.46 





United States 5.76 











5.87 9.36 26.09 














Board, through its Office of Civilian 
Supply, made such a study.’” Tables VII 
and VIII above were compiled from tabu- 
lations included in that study. As the 
tables are not reduced to B.T.U. equiva- 
lent values, their usefulness is of course 
somewhat restricted. The great variation 
in the use of fuels in the different parts of 
the country reflects the differences in cli- 
mate, the proximity to the origin of the 
fuels, and the cost of the fuels to the con- 
sumer. The high income level and the 
low average temperatures of the north- 
eastern regions account for their high per- 
centage of centrally-heated dwellings’® 
and their use of expensive fuels. In con- 
trast, the southwestern states, with a low- 


The Residential Consumption of Fuels in 1940, 
Office of Civilian Supply, War Production Board, 
1943. 

*%A centrally-heated dwelling (other than an 
apartment) is one in which the heat is generated by 
a single furnace or boiler and distributed through 
conduits to other areas of the structure by means of 
a piped hot-air, steam or hot-water system. A space- 
heated dwelling (other than an apartment) is one 
heated by equipment not connected with other parts 
of the structure by pipes or conduits. Such equip- 
ment includes fireplaces, stoves and radiant heaters. 
An apartment is a dwelling unit in a structure which 
houses more than four families. 


er income level and a higher average tem- 
perature, are the largest consumers of 
wood, usually grown near the farms. 


Conclusions 


As long as this war lasts the anthracite 
industry will be concerned only with ef- 
forts to fill the demand in the face of 
shortages of labor and equipment. After 
the war the competitive struggle with 
other fuels will again demand attention. 
The opportunity to hold or even to gain 
new markets will be the best since the end 
of World War I. 

Probably a million new houses may be 
built annually. An overwhelmingly large 
percentage of these houses will be occu- 
pied by persons in the lower-income class 
for whom the cost of the installation of 
the heating unit and of the annual fuel 
bill will be of major concern. 

The price of the heating unit will often 
be given more consideration than the 
long-term cost of the fuel to be used. In 
shopping for a house, the prospective 
owner will be more concerned with the 
required down payment and the terms of 
the mortgage than with the probable fuel 
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bill he assumes for years to come. If the 
combined cost of the coal stoker, the coal 
bin and the ashpit should exceed the origi- 
nal cost of an oil burner, the purchaser of 
the house may be inclined to favor the use 
of fuel oil regardless of the annual fuel 
cost he thereby incurs. Once the heating 
unit is installed, the houseowner has for 
all practical purposes committed himself 
to use for years to come that particular 
fuel for which the heating unit was built. 

When the initial cost of the heating 
unit and to a lesser degree the relative an- 
nual fuel bill for either coal, oil or gas are 
compared, such a comparison will be de- 
cided in favor of coal only if its use stacks 
up well with the other fuels in terms of 
convenience (automatic feeding and tem- 
perature control) and cleanliness (dust- 
free delivery and ash disposal). It is on 
this angle that the anthracite industry 
must focus its attention. 

The “big-inch” pipeline and new fast 
tankers may well intensify, at least tem- 


porarily, the post-war competition of fuel 
oil. If the anthracite industry weathers 
this period of readjustment, the day may 
come sooner than now expected when al! 
available crude oil will be needed for mo- 
tor fuel and when, therefore, fuel oil will 
retire from the home-heating market. 
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Meanwhile, the anthracite industry can 
prepare for the post-war period in at least 
three ways."* 

I, Each individual company can put its 
own house in order by paying off debt and 
building up its working capital as the 
safest method to prepare for the storms 
that may be ahead. 

II. The industry as a whole can coop- 
erate even more closely than in the past 
with its retail dealers and with the manu- 
facturers of automatic stokers. More serv- 
ice to the consumers and less expensive 
and more standardized stokers are essen- 
tial factors if anthracite desires to court 
its markets. 

I{I. The anthracite industry can join 
with the bituminous coal, natural and 
manufactured gas, and oil industries in a 
joint study of the long-term outlook for 
fuel. In this way a truly national fuel pol- 
icy can be shaped that would give the 
American people the best and cheapest 
supply of heat and power commensurate: 
with proper regard for the conservation 


of these irreplaceable natural resources. 


™ See also: “Coal Faces Post-War Readjustment” 
(Mining and Metallurgy, October, 1943), a reprint 
of a paper read before the joint fuel meeting of the 
American Society of Mechanical Engineers and the 
American Institute of Mining Engineers, Pittsburgh, 
1943, by the present author. 





War and Post-war Problems of Irrigation Planning 
in the Northern Plains 
By ROY E. HUFFMAN* 


“Public policies are always established 
today for tomorrow's good based on yes- 
terday’s experience.” (M. M. Kelso) 


HE above statement is an excellent 

one—if true. Too many times in the 
history of irrigation development it has 
not been true. What, then, can the agri- 
cultural economist do to direct irrigation 
development along lines that have been 
proved by experience? 

Until comparatively recently, irrigation 
was considered primarily a field for engi- 
neers. Surveys to determine the feasibility 
of proposed projects were seldom partici- 
pated in by agricultural economists. Re- 
cent years have brought a revolution in 
thought and in action regarding irriga- 
tion. We now know that engineering fea- 
sibility does not assure economic feasibili- 
ty; that the blueprint of the farm and the 
community is as important as the blue- 
print of the dam or the canal; and that the 
economic and social benefits accruing to 
the area surrounding an irrigation project 
can be greatly increased if orderly plan- 
ning is carried out. This realization is 
briefly but well summarized in the follow- 
ing statement: “Each new project should 
be considered on its merits and it is nec- 
essary to know more than that it is pos- 
sible from an engineering standpoint to 
get water to and over the land.”* 


* Agricultural Economics Department, Montana 
State College. Formerly Associate Agricultural Econ- 
omist with Great Plains Water Conservation and 
Utilization Program, Farm Security Administration, 
U. S. Department of Agriculture. 

+P. L. Slagsvold and J. D. Mathews, Some Eco- 
nomic and Social Aspects of Irrigation in Montana, 
Montana Agr. Exp. Sta., Bulletin 354, January, 1938. 


Irrigation has become an important 
field for the research and planning activi- 
ties of agricultural economists. In all 
probability, irrigation development will 
boom as part of a post-war public works 
program. Irrigation development has the 
double advantage of providing employ- 
ment during the construction period and 
of making available additional agricul- 
tural opportunities. 

Present-day irrigation development has 
the advantage of the best in engineering 
technique. Agronomists, horticulturists, 
and animal husbandrymen are constantly 
adding to the fund of information on crops 
and livestock in relation to irrigated agri- 
culture. It seems desirable to consider 
how the agricultural economist can con- 
tribute in the fullest measure to the suc- 
cessful operation of existing irrigation 
projects and to a successful post-war irri- 
gation program. A well-rounded irriga- 
tion development program is not com- 
plete without the services of men trained 
in all phases of agricultural economics ; 
farm management, finance and credit, 
land economics, marketing, rural sociol- 
ogy, etc. Men are needed who can see and 
understand all phases of a development 
program. Most of all, they must be able 
to visualize the place any irrigation pro- 
ject should occupy in the over-all resource 
development of an area. 

The development of irrigation research 
and planning as an important field of work 
for agricultural economists has brought 
with it certain responsibilities. The agri- 
cultural economist working in the North- 
ern Plains has two very definite responsi- 
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bilities: (1) He should make available, 
through research, data which may logi- 
cally supplement the investigations of ac- 
tion agencies and be of assistance in de- 
termining the merits of proposed projects. 
His research should be in terms of the re- 
lationship of the projects to the economy 
of the region.” He should do everything 
consistent with the facts to discourage the 
building of uneconomical projects. 

(2) In many cases, projects that can be 
shown to be uneconomical will still be ap- 
proved and constructed because of politi- 
cal expediency and the pressure of pro- 
motional organizations. Under such con- 
ditions, it is still the responsibility of the 
agricultural economist who participates in 
the planning phases to do all he can to se- 
cure the maximum benefit from the pro- 
ject and the funds expended therein. This 
last is a responsibility not only of the agri- 
cultural economist but also of every per- 
son concerned with the agricultural prob- 
lems of the area. Too many agriculturists 
dismiss that responsibility with a shrug of 
the shoulders because they, themselves, 
had not been in favor of building the pro- 
ject. Nevertheless, although they consider 
the project uneconomical, it is now a part 
of the resources of the area. 

It is the purpose of this paper to con- 
sider briefly the place of irrigation devel- 
opment in the war and post-war economy 
of the Northern Plains, and to summarize 
the ways in which the agricultural econ- 
omist can meet his responsibilities through 
(1) his research work and (2) his plan- 
ning activities. 

There has been much discussion, pro 
and con, regarding the place of irrigated 
agriculture in the war effort. Irrigated 
farms offer the only large opportunity for 


..*Sherman E. Johnson, “Irrigation Policies and 
Programs in the Northern Great Plains Region,” 
Journal .of Farm Economics, August, 1936, pp. 543- 
555. : 
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much diversification of crops in the 
Northern Plains. There is little, if any, 
possibility of growing many war crops 
on the dry lands of the Plains.* The shift- 
ing of some farmers to irrigated land 
where certain vitally needed crops can be 
grown and the combining of small dry- 
land farms into larger units can make pos- 
sible a better utilization of land, labor and 
machinery. 

Construction of new irrigation projects 
has been stopped because such develop- 
ments compete for labor, machinery and 
materials which are needed in the produc- 
tion of war goods. There are, however, 
many arguments being presented in sup- 
port of an accelerated emergency reclama- 
tion construction program to bring addi- 
tional acreages of irrigated land into crop 
production as quickly as possible. It is 
estimated that 2,853,805 acres of land 
could be irrigated in a short time. About 
one-fourth of this acreage could be given 
water in 1944 and most of the remainder 
in 1945. Forty-two projects in fifteen 
states are included in the program. 
Twenty-five of the projects were partially 
completed when the War Production 
Board ordered the termination of work.* 

The construction of additional irriga- 
tion projects may take on added signi- 
ficance if it appears that the war will last 
any considerable length of time. Of more 
immediate importance is the fullest pos- 
sible utilization of existing irrigated land. 
It is pointed out that there are more than 
20,000,000 acres irrigated in the 17 west- 
ern states, or 13 per cent of all crop land.® 


*See G. H. Craig, “War Developments in Land 
Utilization and Policy in the Northern Plains,” 
Journal of Farm Economics, February, 1943, pp. 
176-187. 

“Figures are from newspaper accounts of an emer- 
gency program outlined by Commissioner John C. 
Page, of the Bureau of Reclamation, at the request 
of Senator Carl Hayden of Arizona. 

*Peter L. Slagsvold, “Irrigation and Food: Pro- 
duction,” Land Policy Review, May, 1942, 
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It would seem that every effort should be 
made to secure the maximum from such 
land, particularly in view of its great pro- 
ductivity and its proximity to the ex- 
panded war centers of the Pacific Coast 
and Rocky Mountain Regions. 

The possibilities of wartime irrigation 
expansion are dwarfed by the potentiali- 
ties involved in a post-war program of ir- 
rigation development. The research and 
planning which may be completed before 
the return of peaceful days should make 
possible the placing of a firmer foundation 
under the post-war irrigation development 
program. It goes without saying that 
there will be intense rivalry between 
states, communities, and promotional or- 
ganizations to secure approval of projects 
for development. It will be too late then 
to begin compiling information which can 
serve as the basis for selection and plan- 
ning of projects. 

The fact that the major emphasis will 
be on the necessity of providing employ- 
ment and farming opportunities for thou- 
sands of men released from the armed 
forces is likely to reduce the consideration 
given to the development of irrigation 
projects as a part of a planned area re- 
source program. Every effort should be 
made to emphasize the importance of 
achieving integrated use of irrigated and 
dry land resources. To fail to provide for 
integrated land use is unfair, both to so- 
ciety in general which will help bear the 
cost and to the people who will become its 
settlers. 

A vast reservoir of information is being 
developed by federal and state agencies de- 
tailing the merits of potential irrigation 
projects for post-war construction. Much 
can be added to the reports on proposed 
projects in the Northern Plains regarding 
the place of the projects in the adjustment 
and stabilization of the areas in which 
they are located. Also, much work needs 
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to be done in considering possibilities for 
achieving permanency of the results ob- 
tained. Too often in the past, maladjust- 
ments have cropped up about as rapidly 
as land was irrigated. It would appear 
that consideration should be given to pos- 
sible ways, among them rural zoning, of 
preventing the recurrence of maladjust- 
ments in the area surrounding an irriga- 
tion development. 

Most irrigation development has been 
carried on in the past with little or no 
thought given to the area immediately 
surrounding the irrigation project. Sel- 
dom has a project area been thought of as 
extending beyond the boundaries of the 
irrigable land; but a project area should 
be considered as including all of the sur- 
rounding dry land which may benefit from 
and be influenced by the irrigation devel- 
opment. The distance a project will ex- 
tend into the area around the irrigated 
land will depend on the character of the 
surrounding country.® 

There are few, if any, potential irriga- 
tion projects left in the Northern Plains 
which are economically capable of stand- 
ing alone, assuming no change in technol- 
ogy. Generally, the low-cost projects were 
built first and we have therefore moved 
in the direction of higher cost develop- 
ments. The irrigation projects of the fu- 
ture, almost without exception, can be 
justified only from the standpoint of their 
place in the resources of an area. 

The inseparability of irrigated land and 
the surrounding area was recognized at 
an early date by Major John Wesley Pow- 
ell, Director of the U. S. Geological Sur- 
vey. Powell recommended the organiza- 
tion of pasturage districts to be used in 
conjunction with irrigated land in his 


*Roy E. Huffman and James L. Paschal, “Inte- 
grating the Use of Irrigated and Grazing Land in the 
Northern Great Plains,” Journal of Land & Public 
Utility Economics, February, 1942, pp. 17-27. 
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famous ‘Report on the Lands of the Arid 
Regions of the United States” in 1879. 
Powell’s recommendations were lost in 
the rush of western land settlement and 
were not to reappear until years later. Dis- 
cussion of the relationship between irri- 
gated land and the surrounding dry land 
first began to appear in farm management 
studies, which showed that the maximum 
utilization of the irrigated land could be 
secured, in many cases, only in conjunc- 
tion with the surrounding area.‘ Recogni- 
tion of this relationship in farm manage- 
ment studies was soon followed by land 
utilization studies which gave some con- 
sideration to integration of irrigated and 
dry land uses.* 

The integrated use of irrigated and 
grazing land has developed naturally to 
some extent in most ranching areas of the 
west. The natural development of inte- 
grated uses, in spite of the obstacles pre- 
sented by the existing intricate land own- 
ership pattern, speaks well for its sound- 
ness. It has taken a long time for us to 
recognize the obvious; it has taken even 
longer for us to include it as a basic part 
of our irrigation policy. It is to be hoped 
that no agricultural economist who works 
with the irrigation development of the fu- 
ture will be an “isolationist”; he should 
not expect a project to be separated from 
the surrounding land resources. When- 
ever possible, his research work should 
point out the inevitable inter-relationship 
between the irrigated and the grazing land 
of the west. 

General acceptance of the expanded 
project area as the ideal will necessitate 
the development of research data to pro- 


*Sherman E. Johnson, An Economic Analysis of 
Production Problems on the Flathead Irrigation Pro- 
ject, Montana Agr. Exp. Sta., Bulletin 237, Decem- 
ber, 1930. 

* David Weeks, A. E. Wieslander, and C. L. Hill, 
The Utilization of El Dorado County Land, Cali- 
fornia Agr. Exp. Sta., Bulletin 573, May, 1934. 
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vide a basis for definitely establishing the 
potentialities of an integrated use of the 
land. Too often, when it became evident 
that a proposed project was not economi- 
cally sound in itself, it has been justified 
by some indefinite and highly question- 
able statement regarding the amount of 
expenditures which could be approved on 
the basis of benefits expected to accrue to 
the surrounding area. The idea of ad- 
justing and benefiting large areas of dry 
land by properly integrating it with 
smaller areas of irrigable land has become 
a convenient “out.”’ 

Future irrigation development requires 
agricultural economists who, through 
their research, will develop factual pic- 
tures of the irrigated-dry-land_relation- 
ships. There should be no place for indi- 
viduals who support the idea of the inte- 
grated area merely because it is a good 
tool for securing the necessary funds but 
who, in actual practice, cannot see beyond 
the boundaries of the irrigable land. 

It becomes obvious, then, that a true 
area picture can be based only on the most 
careful study of resources, including at 
least three major considerations :° (1) the 
available resources—physical, human, and 
economic; (2) the existing obstacles, nat- 
ural and man-made, which may prevent 
the fullest utilization of the available re- 
sources; and (3) the way in which the 
best possible utilization of resources may 
be realized, taking into account the exist- 
ing obstacles. 

It should be recognized, of course, that 
any summary of the physical, economic, 
and human resources of an area will be 
subject to changes in individual cases. It 
should also be pointed out, however, that 





°It may be well to note that the agricultural econ- 
omist can take as his starting point the engineering 
investigations made by the Bureau of Reclamation 
or State Water Boards. The research work of the 
agricultural economist should add the necessary eco- 
nomic data to such reports. 
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a study which presents data on (a) land 
classified according to use, grade, type of 
ownership, and method of control, (b) 
population classified according to age, sex, 
and marital status, and on (c) markets 
listed according to size, location, and fa- 
cilities will remain fairly accurate for an 
area. When coupled with a frank ap- 
praisal of the obstacles to be met, such a 
study should make possible a sound de- 
termination of the place a proposed pro- 
ject has in the resource development of an 
area. Rather long-time decisions should 
be possible in respect to the possibilities of 
achieving integrated use of irrigated and 
dry land if based on thorough analysis. 

Past experience is not too encouraging 
regarding the chances of financial success 
for irrigation projects. There are many 
reasons for this situation. Some projects 
should not have been built in the first 
place. The farm units established were 
often too small. Land of low fertility was 
expected to carry the same burden of cost 
as more productive land. Settlers lacked 
both experience and sufficient capital and 
were expected to pay charges on their en- 
tire acreage from the first year regardless 
of how small a part of it they had been 
able to get into production. Land values 
were often too high because of the activi- 
ties of speculators. 

These faults of previous irrigation de- 
velopments point out rather clearly the 
problems to be met and the need for bet- 
ter selection and planning of projects. 
There is less likelihood of the financial 
failure of future projects if they are prop- 
erly selected, well planned, and integrated 
with the surrounding area, and if a re- 
payment plan is developed that fits the 
situation. 

Attitudes regarding society’s responsi- 
bilities in irrigation development have un- 
dergone radical changes in recent years. 
Because an irrigation project can stabilize 
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a large area and because cities and towns 
benefit, it is frequently proposed that the 
cost should be spread over communities, 
states, or the whole nation. It is also sug- 
gested that the repayment period should 
be lengthened still more, on the grounds 
that the farmer should not be required to 
pay in forty years for an irrigation sys- 
tem that is expected to last one hundred 
years. 

Although society may be expected to 
assume part of the burden of irrigation 
development, there are still many prob- 
lems to be solved in connection with the 
farmers’ place in a repayment program. 
It should be remembered that experience 
in one area can be used only in a general 
way in determining how much farmers in 
another area can be expected to pay in 
construction charges and for irrigation 
water. The entire increment in net in- 
come, over and above direct cash costs, 
that results from an input of irrigation 
water will not necessarily be available to 
pay for the water but may be distributed 
to other factors with resultant increases 
in land values, level of living, taxes, and 
other items.’? 

The area development phase of irriga- 
tion should also be considered in deter- 
mining the financing needed to carry a 
project through to completion. It is nec- 
essary that funds be available for financ- 
ing the transfer of vacated farms which 
become part of a grazing area. The sur- 
rounding area cannot be integrated prop- 
erly with the irrigated land without mon- 
ey, any more than the irrigation project it- 
self can be developed without funds. 

The development of research data is 
only half of the field open to the agricul- 
tural economist in areas of potential irri- 


For a detailed discussion, see H. E. Selby, “A 
Method of Determining Feasible Irrigation Pay- 
ments,” The Journal of Farm Economics, August, 
1942, pp. 637-646. 











gation development. An even greater 
challenge is presented by the opportunities 
for putting research data to practical use 
in the selection and settling of sound pro- 
jects. Achieving the goals set up for de- 
veloping a project calls for the maximum 
in professional ingenuity. 


Planning Farm Units 


The farm unit is, of course, of primary 
importance in the success of any irriga- 
tion project. That many projects have 
been established with farm units of inade- 
quate size is usually due to two reasons: 
(1) a desire to put as many people on the 
project as possible, and (2) failure to 
recognize the fact that large acreages per 
farm are needed in some areas because of 
climatic limitations, i.e., a short growing 
season and a limited variety of crops. As 
a result, many projects have gone through 
a slow, costly process of enlarging farms 
to adequate size. On one project the av- 
erage size of farm is now more than twice 
the original.” 

In planning for farm units, the first 
thing to be worked toward is correct size. 
Experience seems to indicate that we will 
be making a mistake if we make a change 
from our traditional policy of encouraging 
family farms operated by independent 
middle-class citizens.!* There is, however, 
no size of farm which can be settled on as 
the correct size for every family. The 
family-size farm concept must give way 
to that of the family-type farm. The con- 
sideration is not so much one of size or 
acreage as it is one of operating relation- 
ships.’* The situation is further compli- 


™P. L. Slagsvold, Agriculture on the Huntley Pro- 
ject, Montana Agr. Exp. Sta. Bulletin 342, June, 
1937. 

“Paul V. Maris, “National Land Tenure Objec- 
tives,” Land Policy Review, July, 1941. 

* Charles S. Hoffman, “Do You Mean Family 
Type Farm?” Land Policy Review, June, 1942. 
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cated by changes in the size of families, 
which adds to the problem of achieving 
flexibility in the size of farm units. 

Integrating the use of irrigated land 
with that of grazing or dry land presents 
the opportunity for achieving flexibility 
in the size of farm units. The subdivision 
of irrigable land must be rather permanent 
because of the location of canals, ditches, 
and drains which form natural bound- 
aries and barriers. It would be possible, 
however, to vary the size of operating 
units according to the amount of dry farm 
land or grazing land used with the irri- 
gated land. When an aging farmer found 
himself with less available farm help, part 
or all of the grazing rights or dry farm 
land formerly contained in that farmer’s 
unit could be transferred to another farm- 
er with a growing family. In this way, 
fullest utilization could be attained for 
both land and labor. 

Integrated land use will make it pos- 
sible to locate more people on the irrigated 
land. For instance, 7,000 acres of irri- 
gated land divided into self-contained ir- 
rigated farms of 100 acres each will make 
available 70 farms. If, however, each 
farm unit contains 70 acres of irrigated 
land plus an amount of grazing or dry 
farm land equal to another 30 acres of 
irrigated land, it will be possible for 100 
farms to have the advantages of irrigation 
farming. 

Another thing to be considered in de- 
termining the size of farm unit is the fact 
that, because of differences in the quality 
of the irrigable land, the farm units should 
vary in size accordingly. Time has proven 
that the practice of basing the size, shape, 
and location of farm units on some mul- 
tiple of 40 acres does not give any fairer 
division of irrigated land than the rec- 
tangular survey system does of other land 
resources. 

Dividing farm units rigidly has another 
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major disadvantage. Inasmuch as the lo- 
cation of canals, ditches, and drains is dic- 
tated by topographic conditions, land can 
be developed and farmed more cheaply if 
it is divided into natural units than if it is 
divided along arbitrary lines.'* 

After the sizes and shapes of the new 
irrigated farms have been determined, 
there remains the problem of deciding at 
what degree of development the farm shall 
be turned over to the new settler. Shall he 
be expected to make his way on rough, 
unleveled land, part of which may be cov- 
ered with timber or sage-brush? Many 
people will say yes, and point out how the 
pioneers of an earlier day developed farms 
against even greater odds. True, every- 
one thrills to the tales of how those stal- 
wart men hewed a farm from the wilder- 
ness and fought off the Indians at the 
same time. It would seem, however, that 
to insist that the settlers on new irriga- 
tion projects undergo the same hardships 
would be another example of our all too 
frequent tendency to guide public policy 
by outmoded conditions and experiences. 
The settler on a new irrigation project 
doesn’t have to fight Indians but he does 
have to meet very difficult problems in 
securing the machinery, livestock, and 
building facilities that are necessary for 
survival in our present-day agricultural 
competition.’” 

The new settler who goes on to an un- 
developed farm of 100 acres may succeed 
in getting 20 acres into cultivation the 
first year and another 20 acres each suc- 
ceeding year, so that only if he is there 
for five years will he get the entire 100 


“See Edgar B. Hurd and Harold F. Holland, 
Economic Conditions and Problems of Agriculture in 
the Yakima Valley, Washington, The Yakima-Tieton 
Irrigation District, Washington Agr. Exp. Sta. Bul- 
letin 393, December, 1940. 

**See Marion Clawson, “Planning For a New 
American Frontier,’ Land Policy Review, Novem- 
ber, 1941. 


acres into production. More than likely 
a different man will be found on the tract 
about the third year and possibly still an- 
other by the fifth year. The settler is re- 
quired to pay construction and water 
charges on the entire 100 acres, regardless 
of how small a part of the farm may be 
producing. Few settlers have sufficient 
resources to survive such a period. 

Land can be cleared and leveled much 
more cheaply through the use of heavy 
machinery before subdivisions are made 
than it can by the individual settler with 
his limited equipment. It should be point- 
ed out, however, that even though the 
land may be developed before being turned 
over to the settler, it will be a few years 
before full production can be expected. 
Leveling of land to facilitate the spreading 
of irrigation water will necessarily make 
some areas temporarily unproductive. 

In addition to the land resources, con- 
sideration must be given to the need for 
machinery, livestock, and buildings. The 
settler on a new irrigation project will 
have his chances for success reduced con- 
siderably if he lacks the necessary ma- 
chinery and livestock to utilize fully the 
land resources and his available labor. 
Adequate buildings are important to the 
successful operation of any farm but are 
especially vital in the Northern Plains be- 
cause of the severity of the winters. The 
possibility of success of any irrigation pro- 
ject is enhanced if the farms are going 
concerns from the start. 


Area Planning and Adjustment 


A program of integrating the use of 
grazing and dry land with the use of irri- 
gated land tells us immediately that the 
task of planning for the farm units on the 
irrigation project is only half of the job. 
There is also the problem of planning for 
the surrounding area and achieving de- 
sirable adjustments. 
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The extent to which a new irrigation 
development may be used to adjust the 
surrounding area will depend, first of all, 
upon the characteristics of the area; that 
is, the nature of the area resources will 
determine to a large extent whether the 
integrated land use is to be an irrigated- 
grazing combination, or an irrigated-dry- 
farming combination, or some of both. 
Submarginal dry land may be reseeded to 
form the basis for an irrigated-grazing 
relationship and the available resources 
may be changed to some extent. It is es- 
timated that one irrigated acre will sta- 
bilize the agricultural economy of three to 
four acres of dry farm land, or fully thirty 
acres of range land.’® 

Whether or not the settlers for an irri- 
gation project are to be drawn from the 
surrounding area will also have consider- 
able effect on the extent to which a new 
irrigation development may be expected to 
change the area. Every time a settler for 
an irrigation project is taken from the 
surrounding area, the door is opened for 
a possible adjustment in land use or popu- 
lation or both. Unless immediate advan- 
tage is taken of the opening, the door will 
be slammed shut when another family 
moves onto the vacated farm or when the 
farm is absorbed into a unit already of 
adequate size. 

There are two important ways in which 
the selection of settlers from the area sur- 
rounding a project may be utilized to ad- 
just the area itself. (1) If a settler is se- 
lected from an inadequate farm unit, the 
vacated farm may be combined with an- 
other small farm to form an operating 
unit of adequate size. (2) If a settler is 
selected from an isolated farm in an area 
that should be used for grazing, the va- 
cated farm may be regrassed and utilized 
as part of a grazing area with subsequent 


* John C. Page, “The Final Frontier and What It 
Means,” Land Policy Review, January, 1942. 
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savings in the cost of providing public 
services to the formerly isolated family. 

A third possibility exists for extending 
the stabilizing influence of the irrigated 
land into the surrounding area. Small 
acreages of irrigated land without build- 
ings may be made available on a rental 
basis to farm operators in the surround- 
ing area who are close enough to utilize 
them. Such feed base tracts, varying in 
size with the needs of the individual oper- 
ator, would make available a_ reliable 
source of livestock feed and add stability 
to the farm units involved. 

Of course, merely having the irrigated 
land in an area makes feed available and 
increases general stability, but there must 
be a definite tie-up between the irrigated 
land and the dry land units. If the dry 
land operator produces enough feed at 
home during favorable years the operator 
on irrigated land may be forced to curtail 
his production of feed crops because of 
lack of a market. When the dry land op- 
erator needs the feed crops from the irri- 
gated land, he may find the farmer under 
the ditch producing something else. 

It is important to realize from the be- 
ginning that people can’t be moved around 
like checkers on a board. The possibili- 
ties of achieving adjustments in the area 
surrounding an irrigation project are de- 
pendent to a considerable extent on the 
human element. Farmers will vary as to 
their interest in and aptitude for irriga- 
tion farming. In many cases the farm op- 
erator who obviously should be the first 
to move from a hopeless situation on dry 
land will be the last to consider doing so. 

We still generally accept the right of an 
individual to settle wherever he desires, if 
he can secure the land, and we feel that it 
is nobody’s business but his own what he 
does after he gets there. People can be 
shifted from one location to another only 
on a voluntary basis. The right of a man 
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to live where he pleases should be ques- 
tioned, however, if he becomes a burden to 
society in terms of the cost of providing 
schools and roads or direct relief at pe- 
riodic intervals. Many isolated grazing 
areas in the Northern Plains should not 
be open to permanent settlement. 

Too much emphasis cannot be placed 
on the consideration given to the human 
element and to the racial, religious, and 
cultural problems. These may be sufficient 
to offset many of the favorable character- 
istics of the physical and economic re- 
sources. It is also important, however, 
that many ideas and attitudes of the peo- 
ple in the Northern Plains be changed to 
fit the conditions at hand. For example, 
there are relatively few cases where irri- 
gated land or irrigable land is immediately 
adjacent to any sizeable acreage of graz- 
ing land. The old notion that pasture land 
must be just outside the barn door should 
be discarded if full utilization of land re- 
sources is to be achieved. Livestock can 
be taken a considerable distance from the 
home ranch to pasture if they are moved 
out in the spring and back in the fall—as 
is done in the region of western forest 
reserves. The development of grazing 
areas will also require additional accept- 
ance of cooperative control and manage- 
ment on the part of the farm operator.'" 

The agricultural economist working 
with area planning and adjustment in 
connection with a new irrigation project 
and the layman who has been led to ex- 
pect big things in a hurry are likely to 
become discouraged at the slowness with 
which results are achieved. Above all, it 
is important to remember that the carry- 
ing out of such a program is a process 
and not an event. 


“See Glenn H. Craig and Charles W. Loomer, 
Collective Tenure on Grazing Land in Montana, 
Montana Agr. Exp. Sta., Bulletin 406, February, 
1943. 


The Great Plains is plagued with many 
problems which are the result of an un- 
adapted settlement pattern. The original 
homesteads were of a size similar to corn 
belt farms; and the settlers attempted to 
establish a corn belt type of community, 
particularly with respect to public serv- 
ices—roads, schools, local government, 
etc. This situation is being righted 
gradually but at great cost to those who, 
in the meantime, must bear the expense 
of carrying on an unadapted pattern of 
public services. 

The planning of an irrigation project 
in such a way as to secure the best pos- 
sible utilization of the project area and 
the surrounding area should make pos- 
sible at least a partial solution of some ot 
the problems mentioned above. The re- 
moval of a farmer from an isolated area 
may make unnecessary the maintenance of 
a school or a stretch of road which was 
formerly a great expense to the taxpayers. 
The return of a large area to grazing may 
make possible the discontinuance of an 
outmoded form of township government 
which is still maintained in some areas of 
the Plains. 

Even more important than what may 
be done in the dry land area is the fact 
that a concentration of population on a 
relatively limited, irrigated area will make 
possible the provision of better quality and 
less costly schools and roads. Also, it will 
allow a better religious and community 
life in general. 

The development of irrigated land in- 
volves the problem of marketing farm 
products which were formerly of little or 
no importance in that area. The size of a 
new irrigated area is an important factor 
in determining what new marketing prob- 
lems will arise and what new marketing 


** Carl F. Kraenzel, “New Frontiers of the Great 
Plains.” Journal of Farm Economics, August, 1942, 
pp. 571-588. 
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facilities may be necessary. Areas of the 
Northern Plains without irrigated land 
are ordinarily concerned only with the 
marketing of small grains and livestock. 
Small areas of irrigated land may be used 
to produce feed crops for range livestock. 
In connection with larger areas of irri- 
gated land, however, additional problems 
arise, particularly in the marketing and 
processing of increased production of 
dairy products. Other things, such as an 
increase in commercial vegetable produc- 
tion, may also create new marketing 
problems.”® 


Preservation of Democratic Ideals 


Economic planning of the kind consid- 
ered in this paper necessarily becomes 
rather all-inclusive; otherwise, in most 
cases maximum utilization of resources 
and a better living for the people cannot 
be accomplished. The days are gone when 
farmers could travel westward to new re- 
sources on the public domain. It was in- 
evitable that the rights of the individual 
should eventually conflict with the best in- 
terests of society. 

Much of the type of planning for irri- 
gation discussed herein has been under- 
taken through the Great Plains Water 
Conservation and Utilization Program 
(WCU), established in 1939 within the 
Farm Security Administration. The 
WCU Program operated under two hand- 
icaps from the beginning. It should have 
started with a clean slate but instead was 
associated in the public mind with all the 
mistakes made by the old Resettlement 
Administration and by the Farm Security 
Administration. While the experience of 
these two agencies was of inestimable 
value in planning the WCU Program, the 


See Wendell T. Calhoun, “A New Laboratory of 
Marketing Studies,” Land Policy Review, March, 
1942, 
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willingness of the people to accept the pro- 
gram was diminished. 

The WCU was also handicapped by an 
extremely poor job of public relations and 
explanation. Workers in the field found 
that almost everyone to whom a full ex- 
planation could be made readily accepted 
the philosophy of a program for integrated 
land use. However, the workers were 
prevented by organizational regulations 
from making statements available to the 
local press when questions arose regard- 
ing the program. All information for pub- 
lication had to be released through a cen- 
tral publicity office and usually arrived too 
late to meet the situation at hand. More 
often than not, the news release still left 
the question unanswered. The lack of in- 
formation concerning something the peo- 
ple could see going on all around them in- 
variably led to a flood of ridiculous and 
damaging rumors. Complete and frank 
information must be available to the peo- 
ple of the area concerned if a planning 
program is to succeed. 

Planning for a new irrigation develop- 
ment should be a part of the over-all agri- 
cultural planning of an area and should 
be participated in by local people. One of 
the principle objections raised against re- 
settlement projects is in regard to the su- 
pervision maintained over the settlers. It 
is important that there be an understand- 
ing of the necessity for supervision. Many 
of the farmers on such a resettlement pro- 
ject would be getting an equal amount of 
supervision if they were on any other kind 
of job. Others with considerable man- 
agerial ability may require supervision be- 
cause irrigation farming is entirely new 
to them. Those who show evidence of 
possessing an average amount of man- 
agerial ability are not likely to be bothered 
much by supervisors. Certainly, supervi- 
sion should be kept to the minimum to 
encourage individual initiative. It should 
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be remembered, however, that agriculture 
supports as independent operators many 
men who have little managerial ability and 
who would be working under supervision 
in any other type of work. 

As great a degree of individual freedom 
and ownership as possible should be pre- 
served in the planning of projects. Re- 
settlement projects which have avoided 
collectivism have been the most success- 
ful.*° It should be pointed out, however, 
that the extent of ownership might well 
vary with the individual case. Many op- 
erators may find it desirable to postpone 
purchase of the farm itself until other ob- 
ligations for livestock and equipment have 
been paid off. It is important to remem- 
ber that security of tenure may sometimes 
be greater under a desirable leasing ar- 
rangement than under ownership.”? Plan- 
ning should be done, then, with appropri- 
ate consideration as to whether, and if so, 
when ownership or tenancy may be the 
more desirable. 


Summary 


Irrigation is an inseparable part of the 
resources of the Northern Plains. Agri- 
cultural economists working in the area 
will find themselves involved with it re- 
gardless of their major field of endeavor 
or interest. They should contribute what 
they can to the success of irrigation de- 
velopment regardless of their personal 
feeling concerning irrigation projects 
which may be in existence. Once built, a 
project is a part of the resources of the 
area and should be considered as such. 
The time for the agricultural economist 
to encourage or oppose an irrigation pro- 


See Oren Stephens, “F.S.A. Fights for its Life,” 
Harper's Magazine, April, 1943, 479-487. 

**See Conrad H. Hammar, “The Land Tenure 
Ideal,’ Journal of Land & Public Utility Economics, 
February, 1943, pp. 69-84. 


ject is before it is built, and he can do this 
by contributing information which will 
give a better picture of whether or not the 
project should be built. 

The agricultural economist, then, has 
two responsibilities with respect to irri- 
gation in the Northern Plains: (1) He 
should do what he can to encourage the 
selection and building of only sound pro- 
jects and (2) he should strive for maxi- 
mum utilization of the projects which are 
built. The agricultural economist can ful- 
fill these responsibilities through research 
and planning. His research should pro- 
vide the basis for wise selection of pro- 
jects and the foundation for developing 
sound, workable projects. His planning 
should be directed toward the develop- 
ment of a stable agricultural economy by 
achieving the fullest possible integration 
between irrigated land and the other re- 
sources of the area. 

Irrigation can contribute much to the 
war food program. Of far greater im- 
portance, however, will be the place of a 
post-war irrigation development program 
in the Northern Plains. When peace 
comes it will be too late to begin organ- 
izing our ideas, information, and facilities 
to guide such a program. The watchword 
will be action—and quickly. 

The problems confronting the agricul- 
tural economist in the Northern Plains 
were well summarized twenty-eight years 
ago by a writer who probably wasn’t 
thinking of the Plains area. In discussing 
the utilization of every piece of land to the 
fullest advantage, he wrote: 


“This means a new division and perhaps a 
redistribution of land in such a way that the 
farmer will have his due proportion of hill 
and valley, rather than that one shall have 
all valley and another all hard scrabble on 
the hill or all waste land in some remote 
place. It means that there will be on each 
holding the proper relation of tilled land 
and pasture land and forest land... . It 
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means that we shall cease the pretense to 
bring all lands into farming. ... In the 
farm region itself, much of the old division 
will pass away, being uneconomical and non- 
social. The abandonment of farms is in 
some cases a beginning of the process but 
it is blind and undirected.”?? 
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It is doubtful if anyone can better sum- 
marize the land utilization problems of 
the Northern Plains. 


2. H. Bailey, The Holy Earth (New York: 


Charles Scribners and Sons, 1915), p. 58. 





The Florida Everglades - A Region of 
New Settlementt 


By JOSEPH T. ELVOVE* 


HE Everglades of Florida is a region 
2 er unusual interest to the land econ- 
omist: first, because it is one of the few 
remaining areas of new settlement in the 
United States; second, because its nat- 
ural setting presents many problems some- 
what peculiar to lands in tropical and sub- 
tropical climates; and third, because it 
presents in miniature one of the basic con- 
flicts in American agriculture—namely, 
the clash between the goal for family-sized 
farms and the economies and efficiencies 
of mechanized, large-scale agricultural 
production. 

To the mistaken writers of many ele- 
mentary geographies and to the popular 
imagination the Everglades is an impene- 
trable swamp of south Florida covered by 
a dense, jungle-like growth of forest—a 
description properly applying only to the 
more scenic “Big Cypress Swamp” in the 
southwest corner of the state. Actually, 
the Everglades is a dull expanse of flat 
lands, covered in its natural state by saw- 
grass and interspersed by clumps of trees 
which serve to break the monotonous 
plain-like appearance. For drainage-dis- 
trict purposes, the region includes all the 


+ This paper is drawn from a report prepared in 
1942 for the Florida State Production Goals Com- 
mittee with reference to potential wartime expansion 
of agricultural production in the Everglades and is 
based on various reports and materials of the Ever- 
glades Experiment Station, the Soils Conservation 
Service, and the Extension Service, as well as on 
personal observation and study. The writer is par- 
ticularly indebted to Dr. J. R. Neller, director of the 
Everglades Experiment Station; C. Kay Davis, su- 
pervisor of the Everglades survey of the Soil Con- 
servation Service; and M. U. Mounts, county agri- 
cultural agent of Palm Beach County. 

* Bureau of Agricultural Economics. 


lands bordering Okeechobee as well as all 
those to the east and southeast, exclusive 
of the coastal areas. Yet the “Everglades 
proper” is really a relatively restricted 
portion of south Florida immediately sur- 
rounding and to the southeast of Lake 
Okeechobee on which is found a predomi- 
nance of organic muck and peat soils in- 
terspersed with sands. Although the 
drainage district contains about four and 
one-half million acres, probably no more 
than half of this area is known as ‘“Ever- 
glades proper.” 

As soon as Florida was admitted into 
the Union in 1845, it became apparent 
that the Everglades was among the fore- 
most political issues in the state.’ Begin- 
ning with the famous Buckingham Smith 
report ordered by the Secretary of the 
Treasury in 1847, a series of inquiries, 
reports, and controversies was inaugu- 
rated with respect to the reclamation and 
development of the Everglades, and it con- 
tinues to the present day. Invariably the 
reports indicated the region to be a poten- 
tially wealthy agricultural area in need 
only of drainage and development. 

Some effort was made to have the fed- 
eral government perform the necessary re- 
clamation work directly but the national 
policy, as outlined in the Swamp Lands 
Act of 1850, was to deed such lands to the 
states with the proviso that the funds from 


* Historical discussions of the reclamation and 
development of the Everglades are found in two 
Senate documents: “Everglades of Florida,” Senate 
Document No. 89, 62nd Congress, 1st Session, Wash- 
ington, 1911; and “Florida Everglades,” Senate 
Document No. 379, 63rd Congress, 2nd Session, 
Washington, 1914. 
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the sale of these lands be used “‘as far as 
necessary” for their reclamation. In 1855 
the twenty million acres received under 
the Swamp Lands Act and other public 
lands were set apart as a separate fund 
(called the Internal Improvement Fund of 
the State of Florida) to be administered 
by five trustees (all of whom were officers 
of the state government) and their suc- 
cessors in office. Up to 1903 only a few 
miles of drainage canals had actually been 
dug, despite large grants and sales of land 
to railroads, canal companies, and others. 
Finally, after nearly a half-century of bun- 
gling efforts, it became apparent that there 
was little hope of securing efficient, co- 
ordinated drainage works by the process 
of deeding away land to canal companies 
and other private organizations. Conse- 
quently, a drainage tax was instituted in 
1905, followed in 1907 by the establish- 
ment of the Everglades Drainage District 
as a duly organized unit of local govern- 
ment. To implement these steps the state 
secured the assistance of the Office of Ex- 
periment Stations of the United States 
Department of Agriculture in making sur- 
veys and in preparing reclamation plans. 

After intensive studies and following a 
long period of inactivity, reclamation was 
resumed in 1909. Whereas, up to Janu- 
ary, 1909, only 13.24 miles of canals had 
been dug throughout the Everglades, sev- 
eral hundred miles were excavated and 
improved during the next 15 years, giving 
the area virtually all of the major installa- 
tions now in use. These works, though 
they provided the necessary channels for 
drainage from Lake Okeechobee to the 
Atlantic Ocean, did not provide important 
laterals, ditches, and pumps which set- 
tlers found had to be installed either pri- 
vately or through the creation of what are 
known as “subdistricts.”” Today there are 
16 subdistricts in active operation within 
the Everglades Drainage District, as well 


as numerous privately-constructed and 
owned auxiliary drainage works. 


Although the original canals and other 
installations provided ordinary protection 
from excessive rains, they were totally in- 
adequate against inundation from hurri- 
cane floods, a hazard always to be reck- 
oned with in subtropical south Florida. 
Consequently, after two unusually severe 
hurricanes in 1926 and 1928, the federal 
government authorized the construction 
of a 65-mile levee on the south shore of 
Lake Okeechobee. With the completion 
of this levee, an intensive settlement of the 
Everglades finally got under way after 
nearly 75 years of sporadic efforts and 
failures. 

Today it is estimated that there are 
about 110,000 acres of the Everglades 
proper under cultivation, most of which 
have been developed and brought into 
production during the last 15 years. Al- 
though this total seems small, it represents 
an important achievement in view of the 
drainage capacity and water control cur- 
rently available and in terms of the actual 
area of the Everglades suited to intensive 
cultivation, which is estimated at less than 
500,000 acres. 

While the absence of drainage facilities 
and hurricane protection was an impor- 
tant factor in retarding the settlement of 
the Everglades, other handicaps peculiar 
to the region were equally responsible for 
its slow development and are now ex- 
tremely important considerations in de- 
termining the actual areas that should be 
opened to agricultural and other uses. 

According to the Everglades Experi- 
ment Station, the region is the largest 
known contiguous area of organic soils in 
the world. Most of the Glades is covered 
with muck or peat, varying in depth from 
a few inches to 10 or 12 feet; and in lim- 
ited areas in the immediate vicinity of 
Lake Okeechobee the depth is as great as 
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20 feet. Because of their organic nature 
and because they are generally underlaid 
with limestone rock, the depth of soils de- 
termines in large measure their suitability 
for agricultural use. Even when properly 
controlled and used, the soils of the Ever- 
glades are subject to a normal amount of 
compaction and subsidence which, when 
the original deposit is shallow, makes 
their reclamation uneconomic. This is 
due, of course, to the fact that, as subsi- 
dence occurs, the digging of canals and 
ditches through limestone becomes a pro- 
hibitive undertaking. 

In their natural state, the soils of the 
Everglades were generally protected from 
burning and ordinary oxidation by a high 
water table and frequently by complete in- 
undation. Thus, destruction of organic 
matter was rare and cumulative vegeta- 
tive decomposition continued unimpaired. 
Naturally, therefore, when the major ca- 
nals drained the land and lowered the wa- 
ter tables in excess of immediate needs, 
large areas were subject to fire, oxidation, 
and subsidence. These problems, peculiar 
te a region of organic soils in a subtropi- 
cal setting, were not anticipated by the 
early investigators, who understandably 
applied typical techniques of land drainage 
to this atypical region. It has taken many 
years of careful study by the Everglades 
Experiment Station and by the Soil Con- 
servation Service to develop plans and 
procedures for a drainage system adapted 
to the peculiar problems of land reclama- 
tion and conservation found in the Ever- 
glades. Basically, these plans differ from 
ordinary drainage in that they provide for 
water control as well as for run-off. To 
protect lands not yet in use from fire and 
those in use from excessive oxidation, and 
to provide adequate water supplies to 
crops during dry periods requires not only 
drainage canals and laterals but pumps, 
dams, and impounding areas. 
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The importance of proper water control 
in the future development of the Ever- 
glades is reflected in SCS estimates that, 
if the burning, oxidation, and subsidence 
were to continue at the rate at which they 
have been moving for the last 25 years, 
the region may well become a_ barren 
waste of sand and limestone within 50 to 
75 years. 

Specialists at the Everglades Experi- 
ment Station and of the Soil Conservation 
Service have outlined steps to rewater, or 
flood, areas not now being used and to in- 
sure, when needed, reasonably high wa- 
ter tables on lands under cultivation. Such 
a program requires a closely coordinated 
system of drainage and a revision of the 
early reclamation policy which involved 
getting the water of the Everglades into 
the Atlantic Ocean as expeditiously as 
possible. Obviously, the organization and 
financing of such a program is far more 
complex than that necessary for ordinary 
drainage. 

Another soils problem little understood 
until recent years concerns the mineral de- 
ficiencies peculiar to nitrogen-rich organic 
deposits. For example, it has been found 
that ‘‘salt-sickness’” among cattle in this 
region involves not only the need for sod- 
ium chloride but for iron, copper, and 
cobalt. In crop production, too, trace min- 
erals are essential to successful commer- 
cial operation. Naturally, the knowledge 
of soil deficiencies and procedures for 
overcoming them have required many 
years of experimentation and study, and 
until these problems were ferreted out and 
solved, the reports of early investigators 
indicating “unbelievably rich” soils served 
only to produce many disappointments 
and failures. 

The mistaken ideas about Everglades 
weather rank second only to the erroneous 
and exaggerated notions regarding the ex- 
tent to which the region abounds in rich 
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indestructible soils. Early in the history 
of the Everglades it became apparent that 
the future of the region would lie in the 
development of a semitropical agricultural 
production. Such a production in a nation 
lying principally in the temperate zone 
would yield opportunities in terms of 
crops which are largely imported or which 
can be produced in “‘off-season.” Success, 
therefore, depends on an intimate knowl- 
edge of weather, which even today is far 
from complete. 

The very first report on the possibili- 
ties of the Everglades, written by Buck- 
ingham Smith in 1848, stated categori- 
cally that “the Everglades are entirely be- 
low the region of frost,’ a statement that 
present-day vegetable and cane producers 
know to be untrue.” Even the famous 


Harvey W. Wiley, Chief of the Depart- 
ment of Agriculture’s Bureau of Chem- 
istry, reported optimistically in 1891, 
“Frosts are of rare occurrence, and when 
they occur usually do but little injury.” 


Referring to rainfall and sugarcane cul- 
ture, Wiley stated, ‘““The Florida planter 
can confidently count on a continuous 
manufacturing season, being rarely inter- 
rupted by rains.’’* Certainly the experi- 
ence of sugarcane growers indicates that 
unpredictable spells of wet weather can 
very seriously hamper the cane harvest by 
heavy financial losses. 

The problem of the Everglades with re- 
gard to precipitation is not so much in the 
total annual rainfall, varying from 50 to 
60 inches, as it is in the matter of the dis- 
tribution of such a precipitation. Since 
the relatively dry season normally occurs 
when vegetable production is at its height, 
pumping must be resorted to in order to 
raise the water table sufficiently for such 
~ ? “Everglades of Florida,” Senate Document No. 
89, 62nd Congress, 1st Session, Washington, 1911, 
p. 53. 


* Annual Report, Secretary of Agriculture, Wash- 
ington, 1891, pp. 163-171. 


crops. For growers whose operations are 
close to Lake Okeechobee, pumping pre- 
sents no serious problem; but for those 
whose farms are some distances from the 
lake or from deep canals, the water sup- 
ply during dry spells frequently becomes 
dangerously low. Furthermore, since cane 
and vegetables are often grown on ad- 
joining lands served by the same sub- 
drainage facilities, conflicts often arise 
over whether the water table should be 
raised or lowered. On the other hand, ex- 
ceptionally heavy precipitation is a com- 
mon problem to both vegetable and cane 
growers. Operators handling delicate 
crops, such as beans, must be able to re- 
move excess water quickly or face a total 
loss of their plantings; while cane farmers 
must expect excessive harvesting costs 
and the lowering of sucrose content unless 
they remove the water quickly and con- 
tinue scheduled milling operations. 

Although admittedly the temperatures 
of the Everglades are exceedingly favor- 
able, they are not nearly so perfect as 
early investigators believed. In fact, the 
high value of lands adjoining Lake Okee- 
chobee is based not alone on their fer- 
tility and drainage but on their relative 
frost protection as well. The damage 
done by frosts depends first of all upon 
the drop in temperature and the nature of 
the particular crop. However, equally im- 
portant are such factors as type of soil, 
wind velocity and direction, location with 
respect to bodies of warm water, and the 
manner in which the return to higher 
temperatures takes place. Thus, all muck 
and peat lands, because they radiate more 
rapidly, are considered “colder” than 
nearby inorganic soils. In contrast, the 
organic soils, known as “muck lands,” 
which adjoin Lake Okeechobee are 
“warmer” than the sawgrass peat lands 
some distance from the lake because of 
the latter’s warming influence. 





468 THE JOURNAL OF LAND & PUBLIC UTILITY ECONOMICS 


Since the rapidity with which return 
to higher temperature takes place after a 
frost frequently determines the extent of 
crop damage, local variations in air drain- 
age become extremely important factors 
in judging weather influences on crops in 
the Everglades. While many of these lo- 
cal differences are known, large areas still 
remain where the desirable type of settle- 
ment and agricultural production is still 
a matter for experimentation and study. 

Because of its peculiar soils, climate, 
and other unusual environmental influ- 
ences, the successful permanent settlement 
of the Everglades was dependent upon the 
development of varieties of crops and 
breeds of animals adapted to the region. 
Examples of this development are sugar- 
canes especially suited to Everglades 
soils and breeds of Brahma cattle which 
are able to cope with the vagaries of a wet 
subtropical climate and with the pests that 
are common to that climate. 

Still another need that had to be satis- 
fied before the Everglades could become 
an area of profitable agricultural produc- 
tion was that for heavy equipment and 
machinery which could perform adequate- 
ly on the wet muck lands. The designing 
of the Florida type “Athey wagon,” a 
half-tractor vehicle for hauling sugarcane, 
is a notable example of equipment con- 
structed especially to fill the particular 
needs of the region. 

Although not confined in its influence 
to the Everglades, a factor nevertheless 
seriously retarding settlement was the 
confused ownership and tax situation re- 
sulting from the famous Florida land 
boom. When this spree was in full swing, 
land values went to ridiculously high lev- 
els; ownership by non-residents changed 
rapidly; subdivisions were laid out in 
areas where it was physically possible to 
do so; and in a few notorious instances 
streets and sidewalks were actually con- 


structed. The collapse that followed was 
characterized by abandonment of owner- 
ship, the accumulation of delinquent 
county, state and drainage taxes, and the 
deterioration of existing drainage and 
other public facilities. Only after a series 
of state acts made possible a clarification 
of land titles, a “forgiving” of accumu- 
lated taxes, and the refinancing of the 
drainage and subdrainage districts, did it 
appear that a development based on a rea- 
sonable security of ownership could take 
place. 

Of course, it would be a gross over- 
simplification to assume that only the fac- 
tors which have been enumerated have 
had any bearing on the settlement of the 
Everglades. To be sure, economic condi- 
tions throughout the country and the 
competitive position of the region in the 
production of crops to which it was natu- 
rally. adapted, were important influences. 
But the solution of those problems out- 
lined was imperative regardless of wheth- 
er the nation was enjoying a bountiful 
prosperity or suffering from a withering 
depression, or whether the region at the 
moment could expect to produce sugar- 
cane profitably in competition with Puer- 
to Rico. 

At present it is estimated that about 
110,000 acres of the Everglades proper 
are under cultivation of which approxi- 
mately 30,000 are in sugarcane, 75,000 in 
vegetables, and the remaining 5,000 de- 
voted to improved pastures, citrus, and 
other miscellaneous minor crops. Despite 
the limited capacity of existing drainage 
and water-control works and the statu- 
tory restrictions on the production of 
sugarcane, about 10,000 new acres annu- 
ally were brought into cultivation before 
the war. At the present time, of course, 
settlement and development are inhibited 
by the manpower shortage, by the inabil- 
ity to secure materials and equipment, and 
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‘by the presence of more attractive oppor- 


tunities in war industries. It may be safe- 
ly assumed, however, that development 
will be resumed after the war. 

Today the physical problems of how to 
produce in the Everglades environment 
are well along toward successful solution. 
The pressing problems of the region are 
no longer how to drain, or how to prevent 
subsidence, or what crops can be grown, 
or what trace minerals must be added to 
the soil. The answers to these questions 
are known. Instead, the most pressing 
problems of today are those associated 
with reconciling the conflicts and differ- 
ences existing between the three distinct 
groups of people who have been attracted 
to the Everglades. One segment consists 
of those seeking permanent homes and 
opportunities in a new setting, the second 
set is migrant laborers, while the third 
group consists of those interested in land 
purely as a business investment. As in 
any region of new settlement, the presence 
of this third group makes for a mode of 
settlement and pattern of farming distinct- 
ly different from that of the traditional 
family-farm type. 

Those seeking permanent settlement in 
the area encounter many difficulties in at- 
taining economic security in such a set- 
ting as that of the Everglades. Under the 
Sugar Act, certain protection for cane 
workers in terms of wages, health, and 
living conditions is provided. For the la- 
borers in the vegetable fields, protection is 
granted by the Farm Security Adminis- 
tration through its labor camps, educa- 
tional and health programs, and similar 
services of an assistance or advisory na- 
ture, and through the very limited bar- 
gaining power of the laborers themselves. 

Successful production of most of the 
vegetable crops is so dependent upon 
changeable weather and markets that an 
unexpected light freeze or a week’s delay 


in the maturing of a crop may spell the 
difference between a relatively fabulous 
profit or a total loss. Thus, the large op- 
erator—operating a packing ‘house, serv- 
ing as a silent partner, or otherwise “fac- 
toring” the production of vegetables—is 
not so likely to suffer irreparable financial 
loss as the family-farm operator. Then, 
too, the fact that vegetable growing is to- 
day essentially a large-scale enterprise, re- 
quiring the use of heavy machinery and 
equipment, has tended to discourage the 
traditional type of farm-family settlement. 
Instead, the more efficient use of equip- 
ment and packing-house facilities has en- 
couraged settlement in terms of large 
farm units, the operators seldom actually 
living on their holdings—preferring, as 
they do, to live in town and commute to 
their farms. 

Although the economic advantages of 
large-scale production in such regions as 
the Everglades eventually may mean the 
abandonment of the farm-family type of 
settlement as a social goal in agriculture, 
new techniques, new devices, and new 
plans will have to be devised to permit 
economic security. Certainly the indica- 
tions at present are that the area is enjoy- 
ing the great economies of large-scale pro- 
duction but at the expense of what is gen- 
erally considered a desirable social organi- 
zation. The success or failure of attempts 
to reconcile such basic conflicts in the 
Everglades may well serve to preview the 
future pattern of American agriculture. 
The development of economic and social 
arrangements for assuring permanent 
home seekers, migrant laborers, and man- 
aging investors alike an equitable share in 
the income and opportunities of the re- 
gion, without losing the efficiency of large- 
scale operations which are so well-suited 
to the physical conditions, is the chief job 
of those interested in the agriculture of 
the Everglades. 
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Post-war Planning for Yorkville 
III.- Housing In Transition In Yorkville’ 


F America is to meet the needs of the 

common man when the war ends, post- 
war plans must be made now on other than 
an individual basis.. The laissez-faire phi- 
losophy characteristic of the nineteenth and 
the early part of the twentieth centuries is 
rapidly becoming obsolete. In the field of 
housing, for example, initial steps in plan- 
ning were taken before the war in the form 
of the government’s greenbelt cities, the 
subsistence homestead communities, the 
slum clearance projects, and the private- 
ly financed limited-dividend developments. 
During the war most of the objectives of 
long-range planning are being temporarily 
shelved. All effort, both governmental and 
private, is directed now toward emergency 
housing. 

Yorkville, that section of Manhattan ex- 
tending from 63rd to 91st Streets and from 
Fifth Avenue to the East River, was un- 
touched by the pre-war planned housing 
activity. Yorkville’s housing is primarily a 
product of the laissez-faire era. In the late 
nineteenth century, when New York City’s 
population was expanding rapidly as a re- 
sult of immigration, Yorkville’s housing 
structures were being erected by private en- 
terprise—crowded on lots of twenty-five 
foot frontage and built in rows facing rec- 
tangular city streets. Some of this construc- 
tion, along Fifth and Park Avenues, was of 
the single-family-dwelling type for the well- 
to-do; but in the majority of cases, east of 
Third Avenue, the multi-family accommoda- 
tions were for the poor. The speculator in 
both land and buildings had almost unin- 
terrupted license to achieve his objectives 


* This section of the study is the third of four. 
The first contained an analysis of land planning and 
zoning in Yorkville; the second discussed population 
in Yorkville; and the fourth will take up post-war 
heusing needs in East Yorkville. 


and these constitute the major part of the 
housing heritage of the approximately 164,- 
000 persons living in Yorkville today. 


Residential Structures 


Families Housed by Type of Structure, 
1940. Yorkville is a community in which 
multi-family housing predominates (Chart 
I). The 16th Census defined a dwelling unit 
as the living quarters occupied by, or in- 
tended for occupancy by, one household. In 
the following discussion the terms house- 
hold and family are used interchangeably. 
In 1940 structures of 20 or more dwelling 
units were in the majority; 59 per cent of 
the families in the west area and 41 per cent 
in the east area were so housed (Table 1).1 
At the same time, the west area had more 
than twice as many single-family structures 
as did the east area. 

Change in type of structure, 1934 to 
1942, As a result of demolitions, new con- 
struction, and remodeling in the interval 
from 1934* through 1941, interesting 
changes took place in the type of housing in 
both the east and the west areas. For ex- 
ample, 89 one- and two-family buildings 


*As has been pointed out in the first section of 
this study, for the purpose of analysis Yorkville has 
been divided into two parts, i.e., the areas west and 
east of Third Avenue, designated hereafter as west 
area and east area. 

’ Prior to the Housing Census undertaken by the 
federal government in 1940, the Real Property In- 
ventory of 1934 (sponsored by a number of govern- 
mental agencies) constituted the most complete rec- 
ord of residential structures available on a small, 
local-unit (census tract) basis. Both of these sources 
have been used in this study. In addition, the records 
on remodeling, demolitions and new construction, 
from 1934 through 1941, in the New York City De- 
partment of Housing and Buildings have been ex- 
amined and the results included. 
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TasLe I. DweLitinc Units CrassiFIep BY Type or STRUCTURE, YORKVILLE, 1940* 








West 
Area 


East 


| Total 
Area 


Yorkville 
Dwelling Units 
Per Cent 





Dwelling Units 
Number | Per Cent 


Dwelling Units 
Per Cent 


Type OF STRUCTURE 





Number Number 











17,987 | 100.0 


1,136 6.4 
178 9 
126 7 
140 8 


38,500 100.0 
491 
200 
285 
316 


56,487 100.0 


1,627 2.9 
378 6 
411 7 
456 8 


Total 


One-family 
Two-family 
Three-family 
Four-family 
One to four-family 
with business 
Five- to nine-family 
Ten- to nineteen-family .... 
Twenty families or more.... 
Other dwelling place (b).... 





1.9 
11.4 
19.1 
58.7 

| 


334 
7,695 2,045 
13,272 3,441 


| 

523 

| 

15,709 10,565 | 
| 

| 


1.2 
17.2 


857 
9,740 
16,713 29.6 
26,274 46.5 
31 l 








| 9 22 




















* Source: 16th Census of the United States, Population and Housing, Statistics for Health Areas, New York City, Wash- 


ington, 1942. 
(a) Less than one-tenth of one per cent. . 
(b) Either a room in a structure used primarily for business or other non-residential Purpose or a tourist cabin, trailer 


railroad car, boat, etc., if occupied by persons having no other place of residence. 


units. These new accommodations provided 
for 3,099 families and cost almost $18,000,- 
000 (Table IV). 


were remodeled into multi-family struc- 
tures. All residential buildings remodeled 
during this period (98) constituted 2 per 
cent of the 5,832 structures available in 
1934; the result was an increase in dwelling 


units, since the remodeled buildings provid- Taste I. Strucrures REMODELED INTO 


Class A DWELLINGs IN Y. ORKVILLE, BY THE 


ed for 746 families (Table Il), compared 
with the previous capacity of about 200 
families. However, the new housing cre- 
ated was not of the low-rental type. Over 
three-fourths of the buildings renovated 
were in the west area, a section of relatively 
high-priced housing, and they produced 84 
per cent of the added units. 

In contrast to the remodeled structures, 
which were largely concentrated in the west 
area, the demolished buildings were located 
primarily in the east area. From 1934 
through November, 1941, a total of 168 
buildings containing 1,575 dwelling units 
was demolished in Yorkville, about 3 per 
cent of the total housing structures and 
dwelling units available in 1934 (Table 
III). 

New housing construction in Yorkville 
between 1934 and 1941 was of the high- 
rental, multi-family type. The 48 new build- 
ings constituted an increase of less than 1 
per cent of the 5832 buildings inventoried 
in 1934, but this was an increase of almost 
6 per cent in the total number of dwelling 


NUMBER oF DWELLING Units, 
1934-41* 








Number of 


Dwelling 
units 





AREA Struc- 


tures 





Total Yorkville 9388 





East area 20 








Health area 44 1 
Health area 43 2 
Health area 42 10 
Health area 38 3 
Health area 37 4 





West area 78 | 624 





414 
210 





Health area 41 48 
Health area 36 30 





* Source: Records of the Department of Housing and 
Buildings, New York City. A class A dwelling is one that is 
used for permanent, rather than temporary residential pur- 


poses. 

(a) Only 9 of the total were originally multi-family 
structures; 7 were located in the west area and 2 in the 
east area. 





ler, 


ed 
),- 














A marked contrast existed in the cost of 
construction per dwelling unit in the east 
and west areas; in the former this figure 
was $3,100 and in the latter it averaged 
$7,800. This is one indication of the dis- 
parity in economic levels prevailing in the 
two areas. It should be emphasized, how- 
ever, that in both areas the dwelling units 
provided in the new structures presuppose 
tenants with much higher income levels than 
those of the families displaced. 


Non-Residential Structures 


Transient Hotels and Rooming and Lodg- 
ing Houses. According to the 1940 Census, 
accommodations for transients were not in- 
cluded in the definition of a dwelling unit. 
As a result, transient hotels and rooming 
houses fell into a non-residential classifica- 
tion. 

Yorkville is not characteristically a tran- 
sient hotel section; in 1934 it had only 7 
hotels of which 5 were in the west area. In 
1942 the number of hotels had increased to 
16. With the exception of the East End 
Hotel (a residence for working girls), all 
of these were located in the west area. 

Contrary to the usual pattern according 
to which present rooming houses were for- 


TABLE III. DEMOLITIONS IN YORKVILLE, 
CLASSIFIED BY NUMBER OF STRUCTURES 
AND DWELLING UNITs, 














1934-1941* 
Number of 
AREA Struc- Dwelling 
tures Units 
Total Yorkville 168 1,575 





East area 121 1,279 

















Health area 44 8 60 
Health area 43 33 | 443 
Health area 42 54 510 
Health area 38 10 101 
Health area 37 16 | 165 
West area 47 | 296 
| 
6 
Health area 41 7 | 24 
Health area 36 40 272 





* Source: Records of the Department of Housin d 
Buildings, New York City. ii 
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merly the homes of the well-to-do but are 
now a part of areas undergoing a transition 
from residence to business, the rooming 
houses in Yorkville are largely recondi- 
tioned old-law tenements. In 1934 almost 
three-fourths of the 176 rooming and lodg- 
ing houses were situated in the east area. 
More than half of them (106) were found 
between Third and First Avenues and be- 
tween Seventy-fourth and Ejighty-fourth 
Streets. From 1934 through 1941, 31 build- 
ings—which had accommodated 162 families 
—were remodeled into rooming or lodging 
houses. The majority of these buildings 
(26), located in the east area, had formerly 
been small apartment houses. 

Age of Structures. According to the 1940 
Census, almost one-half of the dwelling 
units in Yorkville were located in structures 


Cuart 2. AVERAGE AND MEDIAN CONTRACT 

MontTHLy RENTAL IN DOLLARS FOR TEN- 

ANT-OccupieD Units, HeEaAttH ArEAs, 
YORKVILLE, 1940* 


Eost 91st Street 
36, 
East 69 th Street 












192 average 34 average 42 average 
_!!7 median 30 median 29 medion 


7138 7035 
East 79\th Street 


Avenue 





Avenue 


® 


9577 
East 77th Street 


Central Pork 
First 


Third 


42 average 26 average 
29 medion 


177 average 
127 medion 








5396 








East 63rd Street 


* Code: Health areas: upper right-hand numbers. Lower 
numbers in each health area indicate the number of tenant- 
occupied units reporting. 

Source: 16th Census of the United States, Population and 
Housing: Statistics for Health Areas, New York City. 
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Cuart 3. PERCENTAGE OF OCCUPIED 
DweL_unc Units WitTHout ESSENTIAL 
FaciLities, HEALTH AREAS, 
YORKVILLE, 1940* 


East Qist_ Street 


39th Street 


@ <) 


WITHOUT 





WITHOUT WITHOUT 


2.7 Private Toilet 14.9 Private Toilet 8.8 Private Toilet 


27 Central Heat 36.7 Central Heat 43.6 Central Heat 


15.7 Mech. Refrig. 67.8 Mech. Refrig. 60.8 Mech. Refrig. 


Eost 79th| Street 


© 


t_ 77th it 3 
WITHOUT = 


“ 





WITHOUT 
21.9 Private Toilet | 23.1 Private Toilet 
=||39.4 Central Heat | 44.6 Central Heat 
WITHOUT 57.6 Mech. Refrig. 
2.3 Private Toilet 
1.5 Central Heat 


1.8 Mech. Refrig 





WITHOUT 
6.5 Private Toilet 
18.0 Central Heat 
60.0 Mech. Refrig. 


East 64th Street 








East 63rd Street 


* Code: Health area number: upper right-hand corner. 
Source: 16th Census of the United States, Population and 
Housing: Statistics for Health Areas, New York City. 


which were more than 40 years old. In the 
east area more than one out of two were in 
old structures whereas in the west area the 
ratio was about one out of five. 

Condition of Structures. Instructions to 
the 1940 Census enumerators specified that 
dwellings to be described as needing major 
repairs were those in which the floors, roof, 
plaster, walls, or foundations were in such 


condition that continued neglect would im- ‘ 


pair the soundness of the structure and cre- 
ate a hazard to safety.* Eighty-one per cent 
of the dwelling units in Yorkville were 
classified as “not needing major repairs,” 4 
per cent as “needing major repairs,” and 15 
per cent as “not reporting.” This means 
that, in 1940, a substantial majority of the 


’ $16th Census of the United States, Population and 
Housing, Statistics for Health Areas, New York City, 


Washington, 1942, p. 3. 
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structures conformed to the minimum main- 
tenance requirements, as defined above. 
Persons Housed Per Net Acre. Family 
accommodations are not equally distributed 
in the two sections of Yorkville. In 1940 
housing was available for 38,500 families 
(104,755 persons) in the east area and for 
17,987 families (59,131 persons) in the 
west area. In terms of population density, 
these data are significant only if related to 
the number of net acres in the two sections.‘ 
“In a given area of moderate size, four hun- 
dred to five hundred persons per (net)acre 
can be satisfactorily housed, leaving ade- 
quate space for light, air, sunshine and rec- 
reational facilities.”® In Yorkville the east 
area contains about 284 and the west area 
about 220 net acres. In terms of the 104,755 
individuals living in the east area in 1940, 
population density for this section was 369 
persons per net acre; in the same year the 
59,131 individuals living in the west area 
resulted in a population density of 269 per- 


TaBL_e IV. CoNstTRUCTION IN YORKVILLE, 
Structures, DwELLinG UNItTs ANnp Cost, 
1934-1941* 








Number of Cost 


Dwelling in 
units $000 





AREA Struc- 


tures 





Total Yorkville 48 3,099 17,740 





East area 1,323 3,995 





Health area 44 102 335 
Health area 43 636 
Health area 42 397 
Health area 38 103 


Health area 37 85 











West area 1,776 





9,515 
4,230 


Health area 41 16 1,165 
Health area 36 12 611 

















* Source: Records of the Department of Housing and 
Buildings, New York City. 


*Net acreage is obtained by deducting from gros: 
acreage the space necessary for streets. et 

5James Ford, Slums and Housing (Cambridge, 
Mass.: Harvard University Press, 1936), p. 952. 
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TABLE V. Persons Per Room, Att OccupieD DWELLING UNITs, YORKVILLE, 1940* 








Total 
Yorkville 


East area West area 





PERSONS PER 


ROOM Number Per cent 


Number Per cent Number Per cent 





50.892 100.0 


35,103 100.0 15,789 100.0 








15,836 
14,641 
14,174 
4,028 8.0 
1,311 2.5 
184 3 
718 1.4 


31.2 
28.8 
27.8 


0.50 or less 
0.51 to 0.75 
0.76 to 1.00 
1.01 to 1.50 
1.51 to 2.00 
2.01 or more 
Not reporting 














9,702 
10,011 
10,179 

3,508 10.0 

1,054 3.0 

148 4 
501 1.4 


27.6 
28.5 
29.0 


6,134 
4,630 
3,995 


38.9 
29.3 
25.3 
520 3.3 
257 1.6 

36 2 
217 1.4 














* Source: 16th Census of the United States, Population and Housing: Statistics for Health Areas, New York City, Wash- 


ington, 1942. 


sons per net acre. Thus, according to the 
standard of 400 to 500 persons per net acre, 
the Yorkville averages do not represent 
overcrowding. 

To ascertain the extent to which an area 
is overcrowded, however, a number of fac- 
tors in addition to population density should 
be considered. These include the plan of the 
building in relation to the site, the number 
of stories in the structure, and the size of 
the dwelling units. In other words, high 
density resulting from a well-planned ele- 
vator building of seven or eight stories 
which covers up to 50 per cent of the lot 
area may result in less congestion than 
a poorly-planned, five-story, non-elevator 
structure, built to cover 70 per cent or more 
of the lot area and accommodating fewer 
tenants than the elevator building. In the 
east area of Yorkville the majority of the 
housing structures are over forty years of 
age. These cover a large proportion of the 
total lot area with 369 persons to the net 
acre. 

Persons Per Room. Although one person 
per room is a generally-accepted standard in 
housing,® conclusions as to the adequacy of 
housing space on this basis are subject to 


* “Units classified as ‘crowded’ include 1 to 2 per- 
sons per room, ‘overcrowded’ 2 to 3 persons per 
room, and ‘greatly overcrowded’ over 3 persons per 
room.” E. E. Wood, Slums and Blighted Areas in 
the United States, Federal Emergency Administra- 
tion. of Public Works, Housing Division Bulletin: . 
1, 1935, p. 83. 


question. Such additional factors as the size 
of the room, the amount of window space 
and the accessibility of sunlight are signifi- 
cant in determining the quality of the hous- 
ing accommodations. A somewhat better 
measurement is in terms of the number of 
cubic feet of air per person.” However, since 
these data are not available for Yorkville, 
an estimate of the extent of sub-standard 
housing will have to be made on a persons- 
per-room basis. 

In Yorkville as a whole in 1940 only 
about 12 per cent of the family quarters 
were occupied by more than one person per 
room (Table V). In the east area 15 per 
cent, and in the west area only 6.5 per cent, 
of the families were crowded beyond this 
point, These data ignore the fact that a large 
proportion of the buildings, particularly in 
the east area, are old-law tenements having 
small rooms which lack access to air and 
sunlight. Consequently, the extent of over- 
crowding in Yorkville is undoubtedly much 
greater than the figures indicate. 

Rentals. Rentals are markedly higher in 
the west than in the east area of Yorkville. 
The two health areas located west of Third 


*The following requirements of the New York 
State Multiple Dwelling Law are minima: “No room 
in any multiple dwelling shall be so overcrowded 
that there shall be afforded less than 400 cubic feet 
of air to each adult, and 200 cubic feet of air to each 
child under twelve years of age occupying such 
rooms.” Multiple Dwelling Law, New York State, 
1929, as amended, p. 36. 
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Avenue had average monthly rentals in 1940 
of $142 and $177, which indicated a pre- 
dominance of families of high income. In 
contrast, for the five health areas located 
east of Third Avenue average rentals ranged 
from $26 (health area 43) to $42 (health 
areas 38 and 42). (Chart 2) 

More than half of the tenant families in 
the east area in 1940 paid less than $30.00 
per month; in contrast, only 5 per cent of 
the housing accommodations were rented 
for this figure in the west area. Edith Elmer 
Wood pointed out in 1935 that virtually all 
monthly rentals under $30.00 in New York 
City connoted sub-standard housing.S Nat- 
urally, this generalization does not apply to 
rentals for one- or two-room apartments ; 
even in Manhattan rentals under $30 a 
month will sometimes provide good housing 
in small quarters. The 1940 Census did not 
publish data on the number of rooms per 
dwelling unit for small local areas. How- 
ever, figures from the Real Property In- 
ventory of 1934 indicated that about two- 
thirds of the families in Yorkville had rental 
accommodations of four rooms or more and 
two-fifths of them had accommodations of 
five rooms or more. These data, when cor- 
related with the 1940 rentals, indicate that 
Yorkville families paying less than $30 a 
month were living for the most part in sub- 
standard housing accommodations. Even a 
superficial investigation of dwelling units 
currently available at this figure would sub- 
stantiate this conclusion. 


*E. E. Wood, op. cit., p. 3. 


Housing Conveniences. Consistent with 
the contrast in rentals between the east and 
west areas of Yorkville is the provision for 
housing conveniences. In the west area, in 
1940, less than 3 per cent of the dwelling 
units were without private flush toilets and 
without central heat (Chart 3). In contrast, 
in the east area the proportion of those with- 
out private flush toilets ranged from almost 
7 per cent (in health area 44) to 22 per cent 
(in health area 42). In this section, also, 
lack of central heat was much more marked ; 
the percentages ranged from 18 per cent (in 
health area 44) to 45 per cent (in health 
area 43). The sections east and west of 
Third Avenue also showed wide differences 
in the provision for mechanical refrigera- 
tion. In the west area less than one-sixth 
and in the east area about two-thirds of the 
dwelling units were without this conveni- 
ence. 

Although still leaving much to be desired, 
these figures show that marked improve- 
ments have occurred since 1934 in the prev- 
alence of both mechanical refrigeration and 
private flush toilets.2 The former may be 
explained by the rapid expansion of the in- 
dustry producing mechanical refrigerators 
and their general acceptance by the public. 
The explanation of the latter is much more 
specific; the increase in private flush toilets 
was directly attributable to the enforcement 


*In 1934 more than one-third of the occupied 
family dwellings east of Third Avenue had no pri- 
vate flush toilet and about seven families in eight 
lacked mechanical refrigeration. 


Tas_Le VI. CoMPaARISON BY NUMBER AND PER CENT OF VACANT DWELLINGS 
WitxH ToraL NuMBER DWELLINGS IN YORKVILLE, East AND WEsT AREAS, 


1934 


: 1940, 








1934 


1940 





AREA 
Total Vacant 


Total Vacant Per cent 





Total Yorkville 55,884 8,363 


15.0 56,487 5,085 9.0 








East area 40,134 6,471 
West area 15,750 1,892 











16.2 38,500 3,296 8.6 
12.0 17,987 1,789 9.9 

















* Source: 16th Census of the United States. Populati 
ington, 1942. 


and Housing: Statistics for Health Areas, New York City, Wash- 
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of the New York State Multiple Dwelling 
Law! requiring fire retarding of basements 
and public halls and the provision of one 
indoor toilet accommodation per family. Be- 
ginning with January, 1940, the Mayor’s 
Committee on Property Improvement put 
pressure on landlords to correct violations. 
As an incentive to compliance, landlords 
were enabled to secure ten-year bank loans 
for property improvement at low interest 
rates (4 per cent) if they agreed to correct 
all violations on record with the New York 
City Department of Housing and Buildings. 
The result has been a marked increase in 
private toilet accommodations." 

Vacancies. Considerably fewer vacancies 
existed in Yorkville in 1940 than in 1934; 
the rates were 9 per cent and 15 per cent 
respectively (Table VI). The high vacancy 
rate of 1934 has been attributed to a num- 
ber of factors. The most significant of these 
was the general population exodus after 
1920 from Manhattan.'* Between 1920 and 
1930 Yorkville’s population shrinkage was 
more than 20 per cent'* and was attributable 
to a movement from this section to Queens 
and the other outlying boroughs of New 
York City. Other factors were the “doubl- 


ing up” of families and migration from 


urban to rural areas—both a result of the 


depression. 

The lower vacancy rate in 1940 reflected 
economic and social changes after 1934, The 
establishment of relatively large local relief 
rolls and federal work relief projects plus 


2° This amendment, passed by the New York State 
Legislature in 1934, became effective on January 1, 
1936. The approximate cost of compliance ranges 
from $2,500 to $6,000 for typical old-law tenements. 

The effect on the extent of fire retardation has 
been even more marked. In January, 1942, only 
twelve structures, comprising 126 dwelling units, all 
in the east area, remained without fire retarding. 
Undoubtedly, the fact that (since January 1, 1936) 
an owner who does not comply with the fire retard- 
ing provisions of the Multiple Dwelling Law may 
be held criminally responsible, should a fire occur 
resulting in loss of life, has contributed materially to 
the wide-scale compliance with the law. 

22 Between 1920 and 1930 Manhattan lost about 
18 per cent of its population, or over 400,000 people. 

* Yorkville’s population in 1920 was 201,704 per- 
sons; by 1930 this number had been reduced to 
159,513. 
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a revival of business activity resulted in the 
“undoubling” of families; increased mar- 
riages and the return to the city of persons 
who had moved to rural areas during the 
worst years of the depression were respon- 
sible for population growth. Between 1930 
and 1940 Yorkville enjoyed a population in- 
crease of 3 per cent (4,373 persons). 

Another factor (mentioned previously) 
which contributed to the lower vacancy rate 
in 1940 was the enforcement of the fire- 
retardation and toilet-accommodation provi- 
sions of the Multiple Dwelling Law. In some 
instances, owners of old dwellings found it 
unprofitable to make these improvements 
and instead demolished the buildings ;!* in 
other cases the structures were completely 
remodeled and the resulting modern accom- 
modations rented at current market rates. In 
both these instances the net result was rela- 
tively fewer dwelling units available at low 
rentals in 1940 than in 1934, which effected 
a low vacancy rate in this type of accommo- 
dation. 

From the above analysis it is evident that 
in both the west and the east areas of York- 
ville the housing construction of the past 
has been dictated by the desires of the indi- 
vidual promoter. In the east area primarily, 
the results have been land overcrowding, 
substandard housing, and congestion. Low- 
income families are now living in this sub- 
standard housing; no new dwelling units 
have been made available for this group. 
With present housing construction stopped, 
other than for war purposes, there is no 
immediate solution to this problem nor to 
that of community-planned housing for 
families who can afford to pay commercial 
rentals. Nevertheless, the question is now 
pertinent: in the post-war world are the 


In the east area of Yorkville between 1934 and 
1940 there was a reduction of 1,661 in the number 
of dwelling units available; simultaneously, there was 
an increase in families (4,066 in the decade 1930- 
1940) ; together, these two factors were responsible 
for a reduction in the vacancy rate. In contrast, in 
the west area between 1934 and 1940 there was an 
increase of 2,208 dwelling units. The number of 
families, however, also increased (3,339 in the decade 
1930-1940); the result for this section also was a 
reduction in the vacancy rate for 1940. 
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types of housing accommodations available, 
not only to the poor but to all income 
groups, to continue to be dictated solely by 
the policies of laissez-faire or does the fu- 
ture hold some more enlightened program 
for Yorkville? 

(The authors wish to express appreciation to the 


Hunter College students who worked on this pro- 
ject in its initial stages and in particular to Lenore 
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Maryland’s Forest Conservation Law 


EE simple property is tenaciously pro- 

tected as one of the fundamental pre- 
cepts of our democracy. Changes in the 
structure of property rights for the benefit 
of both individuals and society are difficult 
to make, although it may be obvious that 
significant benefits would accrue to both. 
This condition is particularly true of the 
eastern states. Portions of the West have 
not been so imbedded in orthodox proce- 
dures, and have been more willing to accept 
modifications in government and property 
rights as new conditions have made them 
desirable. 

The recent Forest Conservation legisla- 
tion enacted by the 1943 assembly of the 
Maryland Legislature! breaks a long-held 
precedent for this section of the country. 
Although certain other eastern states, no- 
tably Virginia and New Hampshire, have 
enacted measures for encouraging forest 
production and conservation, the Maryland 
law may be accorded considerable distinc- 
tion. It does more than set forth policies for 
the conservation of forest resources. Well- 
defined policies are placed in the hands of an 
organization which has no other function 
than to administer them at the local level. 

Section 53 of this Statute states that it is 
the policy of the state of Maryland to “en- 
courage economic management and scientific 
development of its forest and woodlands to 
maintain, conserve, and improve the soil re- 
sources . . . to the end that an adequate 
source of forest products be preserved for 
the people.” Joint benefits of forest cover 
are recognized. “Where such interests can 
be served through cooperative efforts of pri- 
vate forest land owners, with the assistance 
of the State, it is declared to be the policy of 
the State to encourage . . . the fullest eco- 
nomic development of . . . privately owned 
forest lands. Conversely, where the public 


2 Annotated Code of Maryland, 1939 edition, Ar- 
ticle 39-A, Sects. 53 to 64, incl. - 


interests . . . cannot be served and adequate- 
ly protected under private ownership, it is 
the declared policy of the State to acquire 
control and title to such lands as rapidly as 
financial resources . . . will permit.” 


Sections 55 and 56 assign the over-all ad- 
ministrative authority to the State Forests 
and Parks Commission and require the 
commission to “maintain such inspection of 
forest management practice as may be nec- 
essary to make this subtitle effective and to 
enforce rules adopted and approved by the 
Commission.” Thus it is apparent that a 
number of sticks are removed from the 
bundle of fee simple private property rights. 

Provision is made (Section 57) for the 
division of the state into forest conservation 
districts, “having due regard for the charac- 
ter and extent of the timber stand, simi- 
larity of forest problems, the convenience of 
administration and other pertinent factors.” 
District forestry boards of not less than five 
members are to be appointed by the com- 
mission. These boards are to “include a per- 
son representing each of the major types of 
forestry and woodworking interests and at 
least one person representing farm wood- 
land owners, preferably a person connected 
with the County Farm Bureau or Grange, 
in each district.” Provision is made for the 
assignment of a district forester to each dis- 
trict to serve as executive officer of the 
board in addition to his duties as a techni- 
cian. His salary is to be paid by the state. 


In addition to numerous educational and 
service responsibilities (Section 58), the 
district board is authorized to “receive and 
pass on proposed work plans for the cutting 
of forest lands.” Accordingly, the board is 
given the right to enter upon any woodland, 
to enter into agreements with land owners, 
to cooperate with other agencies, to develop 
forest management plans, and to enforce all 
rules and regulations authorized by the com- 
mission (Section 59). 
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Rules and regulations governing the utili- 
‘zation of forest lands are to be developed by 
the district boards. After wide publication 
and public hearings, they are submitted to 
the state commission. If approved by the 
commission they shall have the force of law. 
This procedure, and the execution and en- 
forcement thereof, is similar to that of other 
types of district organization, particularly 
that of soil conservation districts. 

All sawmills and other wood-processing 
plants are to be licensed and changes in lo- 
cation or the establishment of new mills are 
to be reported to the commission. Before 
cutting woodlands, owners and lessees are 
required to make application for approval of 
the cutting plans. Approval depends on the 
provisions for (1) leaving conditions favor- 
able for regrowth; (2) protecting young 
trees; (3) restocking land which is clear 
cut; and (4) maintaining adequate growing 
inventories on land suitable for sustained 
yield production. The law specifically pro- 
vides that cutting plans are to be approved 
only after an examination, by qualified in- 
spectors, of the woodland to be cut. 

The original bill provided a schedule of 
minimum stands, in terms of the number of 
trees of three diameter classes, that were to 
be left by cutters of the several forest types. 
Final revision, however, deleted this detail, 
leaving the district boards to designate the 
minimum growing inventories to be left. A 
legal requirement of an exact number of 
trees obviously would be impracticable for 
general application. 

In passing this legislation the state of 
Maryland is concerned particularly with the 
severe exploitation of woodlands for mine 
timber in the western part of the state and 
the heavy cutting of all timber by “scaven- 
ger” portable mills throughout the state. 


War-time demands for wood have stimu- 
lated the cutting of all types of wood prod- 
ucts, but until this legislation was enacted 
there was no way to check the careless de- 
struction of growing stock. 

Section 61 excepts the cutting of firewood 
and timber for domestic use from the pro- 
visions of the Act. Section 63, likewise, 
makes an exception for the clearing of wood- 
lands for utility services, military use, in- 
dustrial and residential sites, and for agri- 
culture. The total exclusion of forest clear- 
ing for agriculture from the provisions of 
this Act may leave a loophole for undesir- 
able forest destruction, particularly on land 
unsuited to agriculture. 

Although the provisions of this legisla- 
tion may seem to represent rather stringent 
restrictions on private property, they are not 
unreasonable in view of the circumstances. 
Since a large part of the policy is to be 
formed at the local level, according to the 
needs of specific forest types, the law should 
be of fundamental assistance to long-time 
private forest production. It will be encum- 
bent on the State Commission of Forests 
and Parks to expedite the handling of appli- 
cations and plans for cutting in order that 
the administrative procedure does not bog 
down. Furthermore, it is essential that pri- 
vate, or short-time, interests be accorded 
reasonable consideration in developing and 
approving specific procedures and work 
plans. Otherwise, pressure may be brought 
to bear which would result in future legisla- 
tion nullifying the essential elements of the 
present statute. 


E. C. WEITZELL 


Bureau of Agricultural Economics 
U.S. Department of Agriculture 
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Recent Utility Activities 


HE reduction in freight rates ordered 

by the I.C.C. on April 12, 1943 was 
probably the most significant utility action 
in 1943, primarily because it indicates the 
influence which O.P.A. may have upon reg- 
ulatory bodies. The reduction removed the 
increases of approximately six per cent 
granted early in 1942, on the grounds that 
revenues now will be sufficient to pay 
wage increases granted by the railroads at 
that time and also other more recent cost 
changes. Passenger rates, long considered 
as not sufficient to pay their proper share of 
railway expenses, were not reduced from 
the ten per cent increase granted in 1942. 
The present order was to be effective until 
January 1, 1944, 

Whether the I.C.C. was influenced by the 
President’s Executive Order of April 8 can- 
not be stated, but that order indicates the 
administration’s attitude toward the utility 
industries even though the order adds 
nothing new to the Economic Stabilization 
Act of October 2, 1942. The President’s 
order is as follows: 

“The attention of all agencies of the Federal Gov- 
ernment, and of all state and municipal authorities. 
concerned with the rates of common carriers or 
other public utilities, is directed to the stabilization 
program of which this order is a part so that rate 
increases will be disapproved and rate reductions 
effected, consistently with the act of October 2, 1942 
and other applicable Federal, state, or municipal 
laws, in order to keep down the cost of living and 
effectuate the purposes of the stabilization program.” 


O.P.A. and Gas-Electric Rates 


The Washington Gas Light Co. on No- 
vember 16, 1942 was allowed a $200,000 in- 
crease in rates under the sliding scale agree- 
ment with the District of Columbia Com- 
mission. O.P.A. contested the right of the 
commission to reject government evidence 
on the inflationary aspects of the rate in- 
creases and the rate base employed.! The 


* Journal of Land & Public Utility Economics, 


February, 1943, p. 104. 


Federal District Court of the District of 
Columbia on February 1, 1943 held that the 
commission must admit government evi- 
dence. In the face of the Act of October 2, 
1942 a sliding scale agreement was held not 
to be a contract which “binds the public,” 
and it must give way to public policy as 
voiced by Congress. The Supreme Court 
of the United States has since agreed to re- 
ceive an appeal from this decision. 

O.P.A., at the request of the Detroit city 
council, filed a brief with the Michigan Pub- 
lic Service Commission in April asking for a 
reduction of $8,000,000 per year in electri- 
cal rates in Detroit. It was claimed that the 
company has paid $8,000,000 in excess prof- 
its taxes during the past year, and that such 
taxes cannot be allowed as necessary oper- 
ating expenses. O.P.A. also claimed that 
rates based upon reproduction cost are un- 
sound and inflationary and that original cost 
should be used. Just how a reduction in the 
rates charged by an electric utility which 
has had no rate increases since the war be- 
gan and which is now paying taxes equal to 
the requested reduction is to be anti-infla- 
tionary is not easy to see. If rates are re- 
duced by the requested amount, funds now 
going to the government will be distributed 
to consumers who will have that much addi- 
tional to spend on limited goods and serv- 
ices, unless taxed away from them, and 
therefore the reduction might become more 
inflationary. Indirectly, of course, if the 
cost of living is reduced by a reduction in 
electric rates, it can result in less pressure 
for increased wages. 


Telephone and Telegraph Mergers 


Telephones. The last important example 
of direct competition between two telephone 
companies in the same city gasped and then 
expired on March 16, 1943. On that date 
the F.C.C. made final the authorization for 
the Bell Telephone Company of Pennsyl- 
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vania to acquire the properties of the Key- 
stone Telephone System in Philadelphia, 
and for the New Jersey Bell Telephone 
Company to acquire the properties of East- 
ern Telephone & Telegraph Company and 
Camden & Atlantic Telephone Company. 
The latter two companies were owned by 
Keystone and operated in Camden, New 
Jersey and surrounding territory. 

Keystone was organized in 1900 and has 
served the area continuously since that time. 
It operated about 50,000 telephones from 
eight exchanges in Philadelphia, most of 
which were business rather than residential 
phones. Many business houses used the 
Keystone service for inter-business calls be- 
cause their rates were below the Bell rates, 
and Keystone offered certain services to 
business houses not offered by the Bell 
Company. The Keystone Company offered 
an unlimited flat rate of $9 per month for a 
single-party business phone, or a measured 
rate of $5 per month with all calls beyond 
100 at an additional rate of 3c per call. The 
Bell Company offers no flat rate service. 
Their single-party business rates have been 
$5 per month with 75 calls, and additional 
calls at 4c or 3c, depending on the number 
placed. 

Many of those interested in telephone de- 
velopment will realize that this closes a 
chapter in American utility history which 
began in 1895 after the basic Bell patents 
expired and the strong period of telephone 
competition got under way. 

Telegraph. Another competitive situation 
which has come to an end is found in the 
telegraph industry. Legislation to allow the 
merger of the Western Union and the Postal 
Telegraph was signed by the President on 
March 8, 1943. The F.C.C. then appointed 
a committee of three and a staff of experts 
to keep informed about any developments 
between the two companies relative to the 
formation of merger plans. Such a plan was 
approved by F.C.C. on September 27, 1943 
and is now in process of execution. 


Federal Regulation of 
Electric Utilities 


Federal regulation of what would nor- 


mally be thought of as intrastate utility com- 
pany operations was expanded in a broad 
interpretation of interstate commerce by the 
United States Supreme Court on May 3, 
1943,? 

In endeavoring to regulate certain se- 
curity transactions of the Jersey Central 
Power & Light Company (as provided for 
in the Public Utility Act of 1935) the ques- 
tion arose as to whether the Jersey Central, 
a company generating electric power and 
selling it all to buyers within the state, was 
a utility engaged in interstate commerce and 
thereby subject to the act. 

The Supreme Court held that the com- 
pany is engaged in interstate commerce and 
subject to certain regulations by the Federal 
Power Commission. The following facts 
were interpreted as constituting the basis for 
interstate commerce. The Jersey Central 
connects with and sells power to another 
company (Public Service Electric & Gas) 
within the state. The latter company, how- 
ever, connects with and exchanges some 
power with a New York company. It there- 
fore develops that a small amount of the 
power generated by Jersey Central may be 
transmitted to New York by the company 
which buys from Jersey Central. (The con- 
nection is kept by the New York and New 
Jersey companies primarily as a guard 
against breakdowns.) Therefore the Court 
concludes that facilities of Jersey Central are 
used for transmission in interstate com- 
merce regardless of the fact that an inter- 
vening company is involved before power 
leaves the state. 

Justice Roberts wrote a dissent, concurred 
in by Justice Frankfurter and Chief Justice 
Stone, stating that “both the language of the 
Act and the legislative history show that 
Congress did not intend to regulate matters 
affecting commerce, as well as commerce it- 
self.” 


“11 Law Week 4339 (5-4-43). 


FLoyp R. Simpson 


College of Economics and Business 
University of Washington 
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Public Utility Financing in the Third 
Quarter of 1943 


UBLIC utility security offerings in the 

third quarter of 1943 totaled $114 mil- 
lions. The volume in this quarter is greater 
than in either the first or the second quar- 
ter. The last quarter to exceed this total 
was the first quarter of 1942, when the vol- 
ume reached $195 millions. The average 
volume of the third quarter for the three 
previous years is $269 millions, an indica- 
tion that utility financing remains at a rela- 
tively low level. 

The publicly-sold, long-term debt issues 
account for 91% of the total volume. These 
issues are analyzed in Table I. The largest 
issue is the Northern Indiana Public Service 
Company’s $45,000,000 First Mortgage, 
Series C, 344% issue, maturing in 1973. 
This issue was sold at 102.88% of par to 
yield 2.98%. The net cost to the company 
was 3.06%. There were five publicly-sold 
issues in all and the weighted average yield 
was 3.03%. This:quarter’s average is about 


the same as average yields in 1940 and 1941. 
Underwriters’ commissions averaged 1.06% 
and expenses .61%. These averages are 
also favorable. 

There were only two relatively small long- 
term debt issues offered privately in this 
quarter. These issues are shown in Table 
II. This quarter’s total represents the small- 
est volume of privately offered long-term 
debt issues offered since this series started 
in 1936. The proportion of long-term debt 
issues sold privately has decreased in 1942 
and 1943 but the relatively low total volume 
makes it unsafe to emphasize this trend. 

Issues with serial maturities offered in the 
third quarter are listed as follows: 


$4,000,000 Railway Equipment and Realty Co., 
Ltd. 3%-44%%, 
First mortgage serial bonds due 1944- 
1958. Sold privately at par. 

1,500,000 Arkansas Louisiana Gas. Co. 314% 
series D, 


Taste I. SUMMARY AND ANALYSIS OF PusLic UtiLity Lonc-TErRM Dest 
IssuES OFFERED PUBLICLY, THIRD QuaRTER, 1943 



































| 
| ~- ~_ | Pro- | Esti- 
Cou- Matur-| Month _ | Under-| ceeds | mated | Net Cost 
Company & Issue pon Principal ity of Offering) Offering) writers’} _ to Inci- Pro- to 
Rate Amount Date | Offering | Price | Yield |Commis-| Com- | dental | ceeds | Com- 
sions | pany Ex- pany 
penses 
(A) (B) (C) (D) (E) (F) (G) (H) (I) (J) (K) (L) 
% $ %o % % % To %o % 
South Carolina Electric & 
as Co. 
First Mortgage 3% $20,000,000 | 1973 July 104.21} 3.40 1.12 103.09 75 102.34} 3.49 
Northern Indiana Public 
Service Co. 
First Mortgage, 
Series C 3% 45,000,000 1973 Aug. 102.88] 2.98 1.16 101.72 .50 101.22} 3.06 
Iowa Power & Light Co. 
First Mortgage 3% 17,000,000 1973 Sept. 108.50, 2.83 94 107.56; .80° | 106.76) 2.91 
Pennsylvania Electric Co. 
First Mortgage 3% 4,000,000 | 1973 Sept. | 106.50} 2.80 92 105.58] .96 104.62} 2.89 
West Texas Utilities Co. 
First Mortgage 3% 18,000,000 | 1973 Sept. | 102.46] 3.00 86 101.60; .47 101.13 | 3.07 
Total or Weighted 
Average _ $104,000,000 — -- 104.12; 3.03 1.06 103.06} .61 102.45} 3.11 
































® Estimated by authors. 
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Tasie II. SumMAry AND ANALYsIs oF Pusiic Utititry Lonc-Term Dest 


IssuES OFFERED PRIVATELY, THIRD QuartTER, 1943 








Company & Issue 
(A) 


Coupon 
Rate 
(B) 


Principal 
Amount 


(C) 


Maturity 
Date 
(D) 


Month of 
Offering 
(E) 


Offering 
Price 


(F) 


Offering 
Yield 
(G) 





Jo $ 


Rio Grande Valley Gas Co. 
First Mortgage, Series B 


Robland Gas. Co. 
Series A Bond 


Jo 


4.00 








Total or Weighted 
Average 























First mortgage serial bonds due 1948- 
1953. Sold privately at par. 

Arkansas Louisiana Gas Co. 24% 
series C, 

First mortgage serial bonds due 1945- 
1947. Sold privately at par. 
Pennsylvania Electric Co., 21%4% serial 
notes due serially to 1948. Sold pri- 
vately. 


$6,500,000 


One issue of preferred stock was offered 
during the third quarter, a 4.4% issue of 
the Pennsylvania Electric Company priced 
at $105.25 per share to yield 4.18%. Total 
par value offered was $3,500,000. The ap- 
pearance of preferred stock issues, one in 
the second quarter and one in the third quar- 
ter of this year, is interesting as there has 
been a complete absence of these issues in 


the last quarter of 1942 and the first quar- 
ter of 1943. Section 26 (h) of the Internal 
Revenue Code provides that dividends of 
public utility preferred stock issues subse- 
quent to October 1, 1942 are not available 
as a credit for corporation surtax purposes. 
This fact may have caused the almost com- 
plete cessation of preferred stock offerings 
which has taken place in recent quarters, 


R. G. Dubey 
Statistician 
Public Service Commission 
of Wisconsin 

W. H. Evans 
Assistant Rate Analyst 


Public Service Commission 
of Wisconsin 
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A Farm Electrification Programme. Re- 
port of Manitoba Electrification Enquiry 
Commission, 1942. Winnipeg: James L. 
Cowie, King’s Printer for Manitoba, 
1943. pp. xii, 211. 


Those interested especially in rural elec- 
trification and post-war planning will find 
this report a valuable study. The report con- 
tains an intelligent analysis of the economics 
of electrifying western farms which are still 
devoted largely to extensive grain crops. At 
the same time it illustrates praiseworthy 
forward-planning of post-war public works 
under the impetus of government officials 
who, in sponsoring this project, give evi- 
dence of concern for the mutual economic 
welfare of rural inhabitants and city dwell- 
ers. Although deficient in a few respects, as 
hereafter noted, the commission on the 
whole has presented a comprehensive, frank 
picture of the task. 

The investigation was broadly conceived 
and quickly accomplished. The instructions 
to the commission embraced two chief prob- 
lems: (1) the formulation of “a practicable 
policy for the expansion of the Manitoba 
hydro-electric system to serve as large a 
proportion of Manitoba farmers as possible” 
as part of a post-war program to provide 
employment; and (2) an investigation of 
the present system of electrical supply, 


“, .. in order to ascertain whether economies cannot 
be effected by its reorganization which will enable 
the Manitoba Government to make available to 
Manitoba farmers a supply of electrical energy at a 
substantial reduction in its present cost without at 
the same time increasing the rates for such electricity 
to any citizen of Manitoba.” 


The investigation was begun in June, 1942 
and completed in December. It is interest- 
ing that Premier Bracken invited an Ameri- 
can (Emerson P. Schmidt of the Univer- 
‘sity of Minnesota) to serve as chairman. 





Almost the entire report deals with the 
first problem. Reorganization of existing 
systems is deferred—with only a summary, 
inconclusive finding. That finding was that 
substantial savings could be realized only by 
eliminating duplications of property and op- 
erating staffs of the three major utilities— 
Winnipeg Electric Company, City of Win- 
nipeg Hydro Electric System, and the Mani- 
toba Power Commission. To accomplish this 
required negotiations with the utilities which 
the Enquiry Commission was not empow- 
ered to conduct. 

The instructions apparently contain two 
somewhat conflicting standards for dealing 
with the first problem. Expansion was to 
reach “as large a proportion of Manitoba 
farmers as possible.” Note the word “pos- 
sible,” not “feasible.” Yet the expansion 
plan must be “practicable,” which may con- 
note “feasibility” or it may refer to the oth- 
er main principle of not “increasing the 
rates for such electricity to any citizen of 
Manitoba.” Presumably the direction might 
be paraphrased—devise a workable plan for 
building rural electric lines to reach as many 
farms as possible without increasing exist- 
ing electric rates to either farmers or city 
dwellers. 

This reviewer likes the practice of stating 
the findings and recommendations of the 
commission in Chapter 1, in view of the 
length of such a report as this. Here, in 
brief compass, the reader gets a panorama 
of the proposed program. In summary, the 
commission proposes a minimum _ initial 
program of electrifying, in the first 10 years 
after the war, 25,000 of the Province’s 53,- 
000 farms considered within reach of elec- 
tric lines at an estimated total capital cost 
of approximately $16,830,000 (at 1939 
prices) with 80 per cent of possible farm 
services connected to the line. On this basis 
the capital cost per farm is estimated at 
$673. To supply these farms at the same 
rate schedule now applicable in: town and 
villages (first 50 kwh at 8 cents each, excess 
at 2 cents each, with 10 per. cent discount 
for prompt payment but with a minimum 
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net bill of $3.60 a month for farm service) 
will require a bonus of $21 per farm per 
annum, which is more than the present pro- 
vincial water power rentals under the terms 
of existing water power leases. If the bonus 
requirements are not furnished from these 
rentals or other sources of provincial rev- 
enues, electric rates would have to be in- 
creased. These results are attainable only if 
capital funds are secured at an interest cost 
not exceeding 3.5 per cent, with amortiza- 
tion of debt in 25 years. 

For public utility economists, the gist of 
the report is found in Chapters 9, 10, 12 and 
13. After the first chapter summarizing the 
findings and recommendations, the next 
seven chapters provide the background and 
setting of the problem. The chapter head- 
ings sufficiently indicate the scope and in- 
tent: Manitoba’s Economy, The Advantages 
of a Diversified Economy, The Advantages 
of Electric Power on the Farm, Post-war 
Employment and Farm Electrification, The 
Progress of Farm Electrification, Do Farm- 
ers Want Electric Power, and Promoting 
the Use of Electricity on the Farm. In these 
chapters one learns that only 1100 farmers 
now receive central station electric service, 
the predominant portion of which is sup- 
plied by the Manitoba Power Commission 
and Winnipeg Electric Company. 

Chapter 9 gives many of the detailed fig- 
ures and assumptions upon which the com- 
mission’s conclusions were based. It is in- 
teresting to note that calculations are made 
on two price bases (1939 and 1942 prices) 
and two saturation bases (60 per cent and 
80 per cent saturation). The estimated capi- 
tal cost at 1942 prices with 60 per cent of 
the farms along the line connected is $798, 
compared with $673 on the most favorable 
bases assumed. These costs are based on an 
average length of farm line (including serv- 
ice line) of .73 miles for 80 per cent satura- 
tion and .85 miles for 60 per cent saturation. 
The line design is single-phase, 4600 volts, 
using western red cedar poles with average 
spacing of 310 feet. The costs include a 
farmyard service pole, a 3 kva transformer, 
protective equipment, and a meter. Some 
additional rural network cost is included but 
apparently no allocation is made of existing 
network investment unless it is included in 
the “share of network costs” referred to be- 
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low. Interest is taken at 3.5 per cent, amor- 
tization in 25 years on a sinking fund basis 
is taken at 2.75 per cent, and the total capi- 
tal charge of 6.25 per cent is reduced one- 
half since the present policy of the Province 
is to give financial aid to such projects to 
the extent of interest and sinking fund on 
half the capital. 

Energy costs are taken at the average of 
3.63 mills per kilowatt-hour for 1941 at 
Winnipeg. Assuming energy losses of 50 
per cent from point of purchase to point of 
delivery at the farm, the approximate cost 
of energy at the farm is estimated at 7.5 
mills per kilowatt-hour. When these energy 
costs are added to the constant costs, the 
total costs per farm per month are estimated 
to range from $3.95 for 50 kwh—assuming 
80 per cent saturation and 1939 prices—to 
$4.82 for 100 kwh—assuming 60 per cent 
saturation and 1942 prices. 

Included among the constant expenses is 
an item of 62 cents per month for a “share 
of network costs,” based on an average de- 
mand of 600 watts per farm. This is equiva- 
lent to $12.40 per kilowatt of farm demand 
per year. This item appears to be a prorate, 
not an out-of-pocket expense. Later, when 
monthly revenues at the recommended rate 
schedule are compared with monthly costs, 
this item is shown separately and apparently 
treated as an offset to deficiencies of rev- 
enues, being described as “saving by coordi- 
nation with Manitoba Power Commission.” 

In three appendices to Chapter 9 and in 
the remaining key chapters of the report, 
the matters of chief interest to the reviewer 
were these: (1) The appendices give con- 
siderable information not usually found in 
connection with farm electrification surveys, 
with respect both to Manitoba farms and to 
the experience of REA cooperatives in Min- 
nesota and North Dakota. (2) The com- 
mission rightly points out that the high cost 
of appliances is the greatest handicap to 
complete utilization of electricity on the farm 
and therefore proposes that the govern- 
ment, as agent, arrange for manufacturers to 
offer consumers three “standard” packages 
of wiring and equipment. (3) Provincial 
receipts from water power rentals being in- 
sufficient to provide the assumed bonus, 
state aid must either be met out of other 
provincial revenues or farm electric rates 
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must be materially increased. (4) Where 
central station service cannot feasibly be 
made available, limited electric service can 
be obtained from wind or gasoline-driven 
units; but experience of farmers in this ter- 
ritory shows costs of such service to be high 
and service unsatisfactory and limited. 

To the reviewer, the principal deficiencies 
of the report are these: (1) Depreciation 
as a cost is omitted entirely because, it is 
stated, the amortization period of 25 years 
will be less than the average life of the prop- 
erty. Theoretically, this sounds plausible 
but practically, every unit of property will 
not have a life in service as long as the aver- 
age. Such “infant mortality” requires that 
the enterprise provide funds for replace- 
ment of units before average life has ex- 
pired. When amortization provisions are 
committed to debt retirement, the enterprise 
must find such funds in other sources of 
revenues—by piecemeal new borrowing as 
replacements are required or by providing 
an extra cushion in allowances for mainte- 
nance. If the latter alternative is chosen, it 
is really a “provision for early retirements 
and replacements.” The report is explicit 
that ‘“‘no levies are required for deprecia- 
tion or replacement of properties” but the 
problem of early retirements and replace- 
ments is not even recognized. 

(2) The report is obscure in defining 
“share of network costs” and in describing 
its use in the analysis of costs. It appears 
to be a prorate of fixed costs of operating 
the existing system. But when the item is 
treated as an offset to revenue deficiencies 
it would. appear that the commission places 
its farm program on an additional cost basis. 
There may well be justification for this but 
it is a little confusing to find this item han- 
died as a cost on one page and virtually as 
a revenue item on another page. Where it 
is proposed to take on new farm customers 
on an additional cost basis, why not explic- 
itly recognize that this is being done? 

(3) The calculation of energy costs starts 
with an average price which, in terms of the 
range of wholesale rates cited on p. 119, 
means an annual load factor between 46 per 
cent and 58 per cent. It would appear, there- 
fore, that the farm program is being given 
the benefit of load factors to which farm 
load characteristics do not entitle it, unless 
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an offset to this factor was deliberately in- 
troduced in using 50 per cent energy losses 
between the wholesale and customers’ me- 
ters. However, the commission frankly 
recognizes that power costs may go up if 
the additional power requirements entailed 
by the program, in excess of present con- 
tract limits, cannot be obtained at the same 
contract price. It is not recognized that the 
average price may go up without any change 
in wholesale rate schedule—by adding a 
substantial farm load at materially poorer 
load factors. 

(4) The Commission points out that the 
bonus requirements of half the capital costs 
cannot be met out of present water power 
rentals and hence that such subsidies must 
be met out of other provincial funds or must 
be covered by increased service rates. But 
the commission does not explore very thor- 
oughly the various economic justifications, 
weaknesses, or the incidence of providing 
such funds for grants-in-aid from sources 
other than the users of electricity as such, 
via water power rentals or service rates. 

Other readers, depending on their bent or 
political persuasion, might stress different 
strengths or shortcomings. Nevertheless, the 
commission, in the main, seems to me to 
have done a good job of realistic analysis in 
laying out a program. It has set a high 
standard of reporting for sponsors of other 
similar post-war projects to match—if they 
can. 


E. W. MorEHOUSE 
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The City: Its Growth, Its Decay, Its Fu- 
ture. By Eliel Saarinen. New York: 
Reinhold Publishing Co., 1943. pp. xvi, 
380. $3.50. 


New York City 


The exodus of the residential population 
from the central areas of our urban com- 
munities and the haphazard growth of spo- 
radic residential sections on the periphery 
of our cities has precipitated an economic, 
social and urban planning crisis of the first 
magnitude. Something is radically wrong 
with the character of city growth. Cities 
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have not been evolving the best type of home 
communities by their own natural processes. 
The vital urban problem of today is how to 
channelize or direct the forces of urban 
growth so that the best engineering, archi- 
tectural and planning standards will be 
achieved in city building in the future. Eliel 
Saarinen offers a solution as simple in its 
operation as the laws of physics and biology 
upon which he draws for analogies. 

Declaring that the evils of modern city 
development have been caused by the coal- 
escing of independent communities into one 
formless urban mass, he would reconstitute 
the original communities by providing for 
green belts around the new residential neigh- 
borhoods to be constructed in cleared blight- 
ed areas, thus opening up densely packed 
central urban sections. On the other hand, 
to prevent the chaotic and formless spread 
of settlement into vacant areas on the urban 
fringe he proposes that new organic com- 
munities separated by open country be con- 
structed beyond the central urban mass. By 
transferring property rights from central 
areas to the outlying vacant tracts selected 
for these new communities, the present com- 
pact central urban core with its scattered 
suburban fringe would gradually take the 
form of a series of community clusters, each 
surrounded by green belts.and each with its 
own shopping centers, recreation areas and 
industries. 

This proposal may come as a shock to our 
traditional thinking about property rights 
and to existing methods of building residen- 
tial sections ; but the author’s plan is for the 
ages in which there is time for re-education 
and the development of new forms and con- 
cepts. While Saarinen presents a series of 
maps showing how the evolution from the 
present urban structure to his ideal urban 
pattern can take place in a series of stages, 
beginning immediately, the chief virtue of 
his book is the setting up of a goal towards 
which planning efforts might be directed. 

Planners preparing for the next few 
decades, however, must reckon with existing 
homes, office buildings, stores, factories, wa- 
ter, sewer, railroad and street car systems 
which occupy fixed locations, and they must 
study how the oldest and most obsolescent 
parts of the city structure may be scrapped 
and replaced with new elements that will 


ultimately form a better city pattern. The 
author does not offer “a royal road” to plan- 
ning which will avoid the arduous labor of 
making analyses of the existing structure of 
our cities block by block, or which will elim- 
inate the task of making detailed plans for 
grafting new growth on the old urban stock 
while utilizing the tremendous physical in- 
vestments in buildings, utilities and trans- 
portation facilities which have remaining 
useful economic life. 


Z Homer Hoyt 


Regional Plan Association, 


New York City 


Economics in Uniform. By Albert T. Lau- 
terbach. Princeton: Princeton University 


Press, 1943. pp. 282. $3.00. 


This book is a remarkable study of the 
roots and origins of modern military econ- 
omy as it has developed (above all) in Ger- 
many, and of the impacts of such military 
economy on the social structure of modern 
society. Among the many books which have 
so far appeared dealing with totalitarian eco- 
nomics, this reviewer finds Dr. Lauterbach’s 
book to be the most scholarly, and also the 
most entertaining one. 

The author’s intention is stated very 
clearly in the foreword when he says that 
his book seeks to derive from the experience 
of Europe and the Nazi oppressors certain 
lessons in military economy and social ad- 
justments which the democratic world must 
understand if it is to survive the present 
struggle and if it is to preserve and extend 
after the war the social values which are 
implicit in a real victory. The term “mili- 
tary economy,” as the author uses it, covers 
both war economy proper and economic 
preparedness in peacetime, and he attempts 
to analyze the effects of rearmament and 
mobilization upon industrialized countries, 
effects which can have a powerful influence 
on economy and social structure during the 
war itself and far into the future. 

The basic theme for discussion in Dr. 
Lauterbach’s book may be said to be the 
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problem of co-operation and effectiveness 
in our modern economic system. In our 
democratic societies we say that this cooper- 
ation is a voluntary one, and we also usually 
say that voluntary cooperation is a trade- 
mark of democracy. Such a statement seems, 
nevertheless to need some qualification as it 
is doubtful whether the necessary degree of 
cooperation, even in the most thoroughly 
democratic countries, can be attained with- 
out some compulsion. The main feature of 
a democracy, therefore, is not whether there 
is any compulsion whatsoever but whether 
the existing types of compulsory methods 
are subject to democratic control. The to- 
talitarian economic systems have adopted 
compulsion as a rule, and have abolished all 
forms of democratic cgntrol. 

Dr. Lauterbach points out, and this re- 
viewer thinks he is right, that voluntary co- 
operation as we used to think of it in our 
democratic society is superior to autocratic 
regimentation only if accompanied by two 
indispensable conditions. First, individual 
incentives—important as they are—must not 
be allowed to lead to industrial anarchy or to 
interfere with efficient social coordination 
and .this presupposes sufficient executive 
power. Secondly, there. must be sufficient 
time to permit voluntary cooperation to op- 
erate. Dr. Lauterbach continues to say that 
if either of these two conditions is lacking, 
which happens in time of acute emergency, 
then reliance upon voluntary factors (in the 
traditional way) may mean national suicide. 

In his chapters on the military society in 
Germany, the Wehrwirtschaft and _totali- 
tarianism, and also on Germany’s New Eco- 
nomic Order in Europe, he gives an illumi- 
nating analysis of the origins and the de- 
velopment of the German Nazi economic 
structure. He shows here very clearly how 
the Nazi economic system—where the “eco- 
nomic motivation” in the usual sense of that 
term has been completely abolished—has 
functioned as a military economy, ever since 
the Nazi party came into power, preparing 
Germany for the war which inevitably had 
to come. He also shows how this type of 
economy and this ideology both have deep 
roots in traditional German militarism. It 
has been of great value in these chapters 
especially that the author has been able to 
utilize original sources in the German lan- 


guage. Likewise, his German background 
has made possible an unusually well-bal- 
anced and thorough analysis of the German 
development. 

A total war like the one we are now fight- 
ing makes fundamental economic changes 
necessary in the democratic countries also. 
Voluntary cooperation in the traditional 
sense is no longer sufficient. Therefore, the 
democratic countries must adopt certain ele- 
ments of the system of military economy. 
Those problems, and the difficulties involved 
in mobilizing the economic resources of a 
democracy for a total war, are all discussed 
by Dr. Lauterbach. 

While the transformation in a democracy 
from a peace economy to a military economy 
may be achieved rather rapidly and without 
too many political complications, a greater 
problem will be the transfer from a mili- 
tary economy back to a situation of ‘“nor- 
malcy.” Dr. Lauterbach’s discussion of the 
trends and problems we will then meet is. 
perhaps the most valuable part of his book 
and gives an important contribution to the 
discussion on post-war problems. He visual- 
izes some kind of “return to normalcy” but 
seems to be inclined to think that the war 
and the war economy which we have all lived 
through for some time will have as a result 
a continuation of some of the controls of 
war time. It seems very reasonable that it 
should be so. As complicated as the modern 
industrial economy is, control measures of 
the pre-1914 type do not seem adequate any 
longer. 


ARNE SKAUG 


University of Wisconsin. 


Md 


In Defense of the West. By Herbert von 
Beckerath. Durham, N.C.: Duke Univer- 
sity Press, 1942. pp. 297. $3.50. 


This book presents the world outlook of 
an economist with leanings (in the author’s 
own words) toward the historical or institu- 
tional school of economics. His general 
theme is that a major source of our current 
societal difficulties stem from the growing 
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divergence. between political institutions and 
tendencies, and economic institutions and 
developments, since the late 19th century. 

Von Beckerath argues that our type of 
system requires, for its maintenance and 
progress, a high degree of mutual compati- 
bility between political aspirations, tenden- 
cies and legal institutions, and the organiza- 
tion and administration of government on 
the one hand, and the economic system and 
economic life on the other. Throughout the 
book he points to evidences that this com- 
patibility is disappearing in western civiliza- 
tion. 

Part One is devoted to an analysis of the 
pattern of civilization, in order to familiar- 
ize the reader with the perspective from 
which the author looks at recent events, to- 
gether with some of his observations on the 
general problems associated with all civili- 
zations. While not containing new or origi- 
nal material, it is an excellent summary of 
forces shaping human personalities and so- 
cieties. 

Chapter One analyzes some fundamental 
concepts of civilization in general and Chap- 
ter Iwo discusses some essential character- 
istics of western civilization, pointing out 
that, while we know all the material methods 
and have all the material means to serve a 
great civilization, we have forgotten about 
the ends, with the result that there has been 
much confusion in social life. The author 
concludes, however, that it is an error to lay 
the blame for this at the door of the eco- 
nomic system itself, and points out in Chap- 
ter Three that the fashionable tendency, in 
recent years, to dwell on the “inefficient, 
chaotic, and spasmodic operation of capital- 
ism and on its growing injustices” does not 
prove that the system is unworkable but 
rather that private capitalism will survive 
only so long as its basic legal, political and 
technological assumptions are met. 

His summary of the logical premises of 
capitalism is well done and he points out the 
numerous problems and difficulties involved 
in meeting these. The political foundations 
of capitalism are discussed in Chapter Four. 

In Part Two the author discusses the 
breakdown of liberal society, and analyzes 
the collapse in the international order in 
1914, the frustrated reconstruction period 
which followed, and the pandemonium which 
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broke loose in the thirties. Part Three-dis- 
cusses the threefold problem of .reconstruc- 
tion—the economic, the moral, and the po- 
litical. In the case of economic reconstruc- 
tion, the author points out two major prob- 
lems which must be solved, namely: (1) the 
rigidities and maladjustments in the econ- 
omy resulting from the passing of the old- 
time peasant and farmer—with his more or 
less self-sufficient home agriculture, diversi- 
fied production, and primitive methods—to 
the industrialized farming entrepreneur ; 
(2) the international aspects of the mone- 
tary system—particularly, workable replace- 
ments for the old international gold stand- 
ard—-- which will permit a liberal world 
trade system and smooth international in- 
tercourse. 

In Chapter Nine, “Moral Reconstruc- 
tion,” the author states that western civiliza- 
tion has never been in greater danger from 
moral confusion and degeneracy than now. 
He concludes that we are now witnessing a 
renewed blending of Western and Asiatic 
influences and tendencies, the result of which 
nobody can foresee. However, he insists 
that there are a few great truths which we 
need more than ever to keep before us in 
facing the future if western civilization is to 
survive, the greatest of which is that civil- 
ized life cannot prosper—cannot even sur- 
vive—without strong ethical convictions 
common enough to control and direct social 
life effectively. 

The author raises a fundamental question 
at the end of the book, namely, whether 
western man—the main protagonist of a 
supposedly western civilization—has the 
moral and intellectual force to master and 
subdue the mechanisms which he created 
but which he cannot keep safely in their 
subservient role. There must be a universal 
revival of the desire for something more 
important than man’s material comfort and 
pleasure. Only this type of revival can 
strengthen a society sufficiently to keep in- 
evitable economic and political friction un- 
der control. 

The ethics of violence and combat must 
be replaced by the ethics of solidarity and 
of lawful and creative competitive strength. 
This may take a very long time, just as the 
pacification of life within nations took cen- 
turies to achieve and is still precarious. If 
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we do not achieve this, the author believes 
that conquest of space by technology will be 
fatal to all civilizations. 

This is a book which should be read by 
all students of political economy. It is not 
only an excellent summary of the major 
problems and fundamental concepts of civil- 
ization but a stimulating discussion of the 
type of program we must develop to solve 
the problems facing western civilization. 


R. R. RENNE 


Montana State College 


ba 


World Minerals and World Peace. By C. K. 
Leith, J. W. Furness, and Cleona Lewis. 
Washington: The Brookings Institution, 
1943. pp. xii, 253. $2.50. 


The authors of this book make a valuable 
contribution to the problems of post-war 
reconstruction by focusing attention on the 
increasingly significant role of mineral raw 
materials in the world’s economy and the 
impact of mineral utilization upon interna- 
tional relations and disputes. 

The book is divided into three parts, viz., 
I. Physical and Commercial Trends, II. Re- 
cent Trends in Political and Economic Con- 
trol, and III. The Future. A very compre- 
hensive appendix of mineral production, re- 
serves, and refining capacities follows the 
body of the text. 

In Part I is presented, in excellent fash- 
ion, a perspective of world mineral produc- 
tion and industries and the relation of these 
industries to the world industrial pattern. 

The discussion on trends serves to point 
out the increasing rate with which industrial 
nations are drawing upon the world’s raw 
material supply and the critical problems 
arising out of this draft. 

An instructive contribution to the volume 
is the chapter on “new” minerals for indus- 
try. From the point of view of industrial 
development and international trade, this 
chapter is interesting in that it points out 
that the refinement and improvement of 
technological processes have brought them 
into commercial significance, if not from a 


tonnage point of view, at least'as key min- 
erals which hitherto were merely laboratory 
curiosities or museum specimens. 
Development in mineral utilization, with 
the accompanying introduction of several 
new mineral products—especially since 
World War I—has not, however, changed 
the basic geographic pattern of the indus- 
trial production band upon the juxtaposi- 
tion of large iron ore and coking coal de- 
posits. The authors see little change in the 
sources of basic mineral materials and the 
location of processing and fabricating plants. 


A brief review of the mineral position of 
each of the major powers and the present 
position of the belligerent groups discloses 
the lack of an adequate and balanced do- 
mestic supply of mineral raw materials nec- 
essary for industrial production, even among 
the great powers. Probably the nearest to 
self-sufficiency is the U.S.S.R. The mineral 
position of the Axis powers is indicated in 
percentage tables of world production and 
smelting capacities and the strength of their 
position may come as a surprise to the read- 
er. This mineral strength is vitiated, to 
some extent, by the inability of Germany 
and Japan to exchange materials. 

The participation of governments in the 
mineral industries (as expressed in tariffs, 
quotas and other quantity restrictions, ex- 
change controls and payment arrangements ) 
received its greatest impetus after World 
War I and was most extended in its control 
among the nations of the European conti- 
nent. This is an outgrowth of the spirit of 
extreme nationalism which followed World 
War I, accompanied by attempts of many 
nations to achieve self-sufficiency. The small- 
state system of tariffs, export and import 
quotas, limitations on the movements of 
populations, and other hampering restric- 
tions vitiated the efforts of management to 
make the most effective use of the produc- 
tion power of modern technology. This was 
also the period in which the cartel grew and 
flourished with consequences to productivity 
which are yet to be evaluated. Prices and 
markets were controlled and the doors vir- 
tually closed to newcomers. The base of the 
most powerful cartels existed in the metal- 
lurgical and chemical industries localized in 
the Ruhr Valley. 

In the final chapter Dr. Leith, the senior 
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author, discusses the possibilities of inter- 
national control of minerals as a means of 
enforcing peace. He reviews briefly the pro- 
posals made, but not carried out, at the close 
of World War I. In a masterly analysis of 
the multitude of difficulties which are in- 
volved and must be overcome before or if a 
workable plan of using mineral control as 
a means of preventing war can be evolved, 
the author himself points toward the practi- 
cal impossibility of such a plan. To this re- 
viewer, the most critical problem, apart from 
the tremendous policing task, appears to be 
that of selecting the controlling group. The 
suggestion that responsibility for the con- 
duct of a plan of mineral sanctions be placed 
with the English-speaking peoples would 
provoke antagonisms from such nations as 
the U.S.S.R., itself potentially powerful in 
mineral supply. Against an Anglo-American 
bloc it would not be difficult to envisage a 
Euro-Asiatic bloc which would eventually 
challenge the independence and freedom of 
action of the Western World. To enlarge 
the group in order to include a larger num- 
ber of the world powers immediately in- 
creases substantially the probabilities of 
conflicting claims and disagreements within 
the controlling group itself. 


WALTER H. VosKUIL 


Illinois Geological Survey 


Urbana, Illinois 


This Land We Defend. By Hugh H. Ben- 
nett and William C. Pryor. New York: 
Longmans, Green and Co., 1942. pp. xii, 
107. $1.50. 


This small book, under the authorship of 
the chief of the Soil Conservation Service of 
the United States Department of Agricul- 
ture and his associate in that work, is an 
attempt to state the problems of soil con- 
servation in popular terms and to dramatize 
the seriousness of these problems. The book 
succeeds in describing soil erosion in popu- 
lar terms and in dramatizing erosion losses. 

In view of these unstated but obvious ob- 
jectives of the book, it naturally follows that 
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the illustrations are taken from among the 
most extreme cases of soil erosion and soil 
depletion. This gives a dramatic picture of 
the problems but it ignores the fine work 
that has been done by the many excellent 
farmers who followed soil conservation 
practices for many years before the Soil 
Conservation Service came into existence. 
Little space is devoted to the millions of 
acres on which soil erosion is not a serious 
problem or on which soil losses have been 
recognized and dealt with by the farmer 
alone. However, if consideration were given 
to this fact the book probably would lose 
most of its appeal to the general public and 
fail in its objectives of popularizing the se- 
riousness of soil erosion and dramatizing 
its pauperizing effects. 

Neither does the book deal with the pain- 
fully slow processes of educating many of 
those on lands seriously eroded so that they 
will be in a position to use intelligently the 
maps and plans prepared by the Soil Con- 
servation Service. The impression given is 
that any farmer can be relied upon to follow 
these maps and plans and prevent further 
erosion. Or perhaps the authors assume 
that the federal government will furnish the 
intelligence to put these plans into general 
use. This issue is not discussed in the. 
book. Neither is there discussion of who 
shall prepare the maps and plans. 

The comments on this book by this re- 
viewer are not necessarily criticisms. They 
are made to acquaint the reader with the 
things the book attempts to do and to indi- 
cate some of the things that the careful stu- 
dent of soil conservation will not find in the 
book. It apparently is intended to arouse 
popular interest in and support of soil con- 
servation and is not an attempt to acquaint 
the careful student of these problems with 
facts that he does not know. If it arouses 
popular interest and promotes action in con- 
serving the soils of the nation, it is well 
worthwhile. 


W. E. Grimes 
Kansas State College 
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Interest and Usury. By Bernard W. Demp- 
sey S. J., Washington: American Council 
of Public Affairs, 1943. pp. xii, 233. 


$3.50. 


The title of this small volume is somewhat 
misleading. The author’s purpose is merely 
to compare the ideas of three outstanding 
Schoolmen of the 16th and early 17th cen- 
turies with those of a group of modern econ- 
omists. The former comprise Luis Molina 
(1535-1600), Leonard Lessius (1554-1623), 
and John de Lugo (1593-1660) ; the latter, 
Wicksell, Mises, Schumpeter, Keynes, Fish- 
er, Hayek, Myrdal, and Haberler. The state- 
ments of both groups are excellently sum- 
marized. The comparison appears in the last 
chapter, in which an attempt is made to show 
that the Schoolmen and the moderns had 
much in common. Schumpeter, in his en- 
comiastic introduction, states: “If those 
Schoolmen rose from the dead today, they 
would readily understand our world and be 
quite prepared to take part in the discussion 
of its problems.” The author’s summary of 
the attitude of the three above-mentioned 
Schoolmen on the matter of interest is “that 
a loan which brought no antecedent loss or 
sacrifice to the lender could not be the foun- 
dation of a title of interest to that lender.” 

The volume is a valuable contribution to 
the history of economic thought because of 
its careful and complete analysis of schol- 
astic ideas of interest and usury. 


Tra B. Cross 


University of California 
Berkeley, California 


Ud 


Report of the Committee on Land Utilisa- 
tion in Rural Areas. Ministry of Works 
and Planning. London: H. M. Stationery 
Office, 1942 (Reprinted 1943). pp. vi, 
138, 2s. Od. 


All land economists, and particularly 
those who are interested in rural-urban 
fringe problems, will find this report of the 
Committee on Land Utilisation in Rural 
Areas (of England and Wales) of engaging 
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interest. The committee was appointed in 
1941 “to ‘consider the conditions which 
should govern building and other construc- 
tional development in country areas con- 
sistently with the maintenance of agricul- 
ture, and in particular the factors affecting 
the location of industry, having regard to 
economic operation, part-time and seasonal 
employment, the well-being of rural com- 
munities and the preservation of rural 
amenities.” 

The report presents a brief but neatly 
sketched discussion’ of the impact of urban- 
ization on the rural English countryside 
during the past two decades and under con- 
ditions of peace and of war. The rurban 
land planning problem, which is being rec- 
ognized as of increasing importance in many 
sections of the United States, is, of course, 
a major national question in the British 
Isles. For this reason, land economists in 
this country can gain much by reading this 
review of past English experience and the 
discussions of probable post-war trends, 
available planning powers, and recommen- 
dations for future policy which are con- 
tained in the report. 

In the opinion of.this reviewer, the real 
value of the report stems from the fact that 
Professor Dennison, an economist, has a 
long, one-man minority report following the 
report of the majority—which comprises 11 
of the 12 committee members. 

Both the eleven-member majority and 
Professor Dennison have the same basic ob- 
jectives in mind: a better rural economy 
with high standards of living and amenity 
values. Neither side can be judged as more 
or less conservative nor more or less willing 
to plan for future social reconstruction. The 
difference is clearly one of the approach of 
geography and the point of view of agrari- 
anism evidenced by the majority and the 
approach of economics and the national 
point of view expressed by the minority. 

Where the two sections of the report 
agree, the reader cannot but be convinced of 
the wisdom of the analysis and the recom- 
mendations. Where there is disagreement, 
the soundness of Professor Dennison’s 
analysis is impressive. His _ statements 
should be required reading for those who 
would plan for the use of land without full 
consideration of the economic implications 
of their plans. Seldom does one find so clear 
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a designation of the: weaknesses of what 
might be called static land classification map 
planning as compared with functional analy- 
sis planning. Anyone familiar with the 
beautiful land utilization maps (really, land 
cover maps) which have been prepared for 
Britain in the past decade can imagine the 
preponderance of the map-planning opinion 
which Dennison’s views have to meet. 
Professor Dennison does not deny the 
importance of non-economic values; rather, 
he only insists that decisions as to whether 
higher material standards of life should be 
sacrificed to other objectives ought to be 
made at least knowingly and deliberately. 
Some phrases of Professor Dennison 
make excellent “quotable quotes,” to wit: 


“A ‘prosperous agriculture’ means little if it does 
not mean the prosperity of those who are engaged 
in it.” “The idea of a congealed economic and social 
structure is, indeed, essentially medieval.” “Now 
if it were indeed true that amenities depended thus 
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closely on agriculture, there might be a case for the 
extension and protection of agriculture and the limi- 
tation of any construction which would be harmful 
to it. It would rest on the deliberate choice of the 
community to retain amenities at the expense of 
lower material standards of life; in this event, .. . 
the agricultural worker . . . should be paid in re- 
spect of his function as landscape gardener and not 
as agriculturist.” 

“What is destroyed by physical change is often 
not physical beauty, but mental associations.” 

“Tt is important not to attempt to preserve ameni- 
ties which can only be preserved so long as full 
access to them is denied to those whose heritage 
they are.” 

“The best line of development is to strengthen 
and supplement existing forms of control, rather 
than to attempt to design a wood lay-out of the 
country in conformity with any particular set of 
principles.” . 

“The essential need is for more effective planning 
and not necessarily for a new set of ‘principles.’ ” 


LEONARD A. SALTER, JR. 
University of Wisconsin 
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